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419. Also, petition of Lodge No. 289, Boiler Makers' of Duns

muir, Calif., supporting House bill 10367; to the Committee on 
Inter tute and Foreigu Commerce. 

420. AI o, petition of Red Bluff Chamber of Commerce, favor
ing plan for a system of national highways and appointment 
of a highway commission ; to the Committee on Roads. 

421. Also, petition of Grand Lodge No. 171, Benevolent and 
Protective Order of Elks, urging deportation of all undesirable 
aliens; to the Committee on Immigration and Naturalization. 

422. AI o, petition of Allied Council of the American Shoe and 
Leather Industries, opposing discrimination by Indian Govern
ment to tanners of the British Empire; to the Committee on 
'Yays and l\Ieans. 

423. By Mr. THOMPSO~ : Petition of Boiler Makers, Local 
No. 409, Van 'Vert, Ohio, opposing Cummins bill and supporting 
Sims bill; to the Committee on Interstate and Foreign Com
merce. 

424. By 1\lr. YATES: Petition of Roger Case~ent Branch of 
Friends of Irish Freedom, by Thomas Bolger, secretary, Mc-
Henry, Ill, urging the support <;>f the claims of the Irish republic 
to recognition by our GoveJ:nment; to the Committee on Foreign 
Affairs. 

425. Also, petif"i<>n c~ George N. Carlson, Waukegan, Ill., urg
ing the early J'£.SSP,ge Qf House bill 4987, known as the Mason 
bill ; to the 0cflliJ11ttE:'~ on Military Affairs. 

426. Also peution of Landis Lodge, No. 342, Brotherhood of 
Railway "iJlerks, Chicago, lll., protesting against the Cummins 
bill; to fue (;ommittee on Interstate. and Foreign CQmmeree. 

427, Al:Jo, petition of D. W. Williams. Chicn.go, TIL, urging the 
ear'.:f r'lssage of House bill 4987, the Mason bill; to the Com
mlrt~ on Military Affairs. 

SENATE. 
TUE DAY, Deeember 16, .1919. 

The Senate met at 11 o'clock a. m. 
The Chaplain, Rev. Forrest J. Prettyman, D. D., offered the 

following prayer : 
Almighty Gou, we invoke Thy divine blessing upon us to-day 

ns we come facing the responsibilities which press upon us, 
duties that are so fur-reaching in their implications. 'Ve seek 
God's guidance and blessing that we may be qualified not only 
after the manner of men but men inspired by the spirit of God 
for these solemn responsibilities of life. Hear us and equip 
us for our duties to-day. For Christ's sake. Amen. 

The Secretary proceeded to read the J ourna.l of the proceed
ings of the legislati~e day of Friday, December 12, 1919, when, 
on request of Mr. Jm.""ES of Washington and by unanimous con
sent, the further reading was dispensed with and the Journal 
was approved. 

1\Ir. GAY. Mr. President, I suggest the absence of a quorum. 
The VICE PllESID&W. The Secretary will call the roll. 
The Secretary called the roil, and the following Senators an-

swered to their names= 
Ball Hale McLean 
Bankhead Harding McNary 
Calder Harris :.Uoses 
Capper Harrison Nelson 
Culberson Henderson New 
Cummins Johnson, S.Dak. Newbe.t"TY 
Curtis Jones, N.Mex. Norris 
Dial Jones, Wash. .~:'ugent 
Dillingham Kendrick Overman 
Edge Kenyon Page 
!:.Thins Keyes Phipps 
F ernald King Poinuexter 
Fletcher Knox Pomerene 
France La Follette Ransdell 
Frelinghuysen Lenroot Sheppard 
Gay l\leCormick Sherman 
Gronna McKellar Simmons 

Smith, Ga. 
Smith, S.C. 
Smoot 
Spencer 
Stanley 
Sterlin;; 
Sutherland 
Thomas 
Townsend 
Trammell 
Walsh, Mont. 
Warren 
Watson 
Wolcott 

Mr. WALSH of 1\Iontana. I desire to announce that the 
, enator from Nebraska [Mr. HITCHCOCK) and the Senator from 
Oregon [lli. CHAMBERLUN] are absent on public business. 

1\Ir. SHEPPARD. I have been requested to announce that 
the Senator from Virginia {Mr. SwANso~] is detained by 
illness in hiS' family. 

1\lr. McKELLAR. The Senator from Arizona [Mr. AsHURST], 
the Senator from Kentucky [1\ir. BECRRA.1!], the Senator from 
Arkansas [Mr. KmBY], the Senator from l\Iarylnnd [Mr. 
SMITH], and the Senator from Massacllusetts [Mr. W .ALSH] 
nre absent on official business. 

Mr. BANKHEAD. I wish to announce that my colleague 
[l\ir. UNDERWOOD] is detained from the Senate on public busi
ness. 

The VICE PRESIDE...,T. Si::rty-fi>e Senators ha•e answered 
to the roll c~ll. There is a quorum present. 

PERSO~AL EXPL~ATION-TREATY QF' PEACE. 

Mr. WALSH of Montana. Mr. President, the Washington 
Post of this morning eonta.ins an article in which reference is 
made to an alleged interview with myself on yesterday. The 
part to which I refer reads as follows : 

Senator .WALSH of Montana, who was the chief reliance of the 
ad!llinistration Senators throughout the heated debates on the treaty, 
srud yesterday : 

"The Democratic Senators are inwardly seething over the position 
taken by the President. They are all wondering whether the statement 
was really written by the President or by some cheap politician assum
ing to speak the President's mind." 

Referring to what purported to be a statement emanating 
from the 'Vhite House a few days 11go. Prominence is given 
to that part of the article by a. reference to it in the large 
headlines of the article. 

I acknowledge the high compliment paid me in the article 
by referring to me as " the chief relian~ of the administra
tion Senators" in connection with the treaty; but I desire to 
say that there is no foundation whate~er for the asserUon that 
I so expressed myself. I made no such statement to anybody, 
at any time, or at any place. Indeed, I did not even eomment 
to anybody on the statement 1·eferred. to, coming from the 
'White House; and I will add that I know of no such sentiment 
or state of mind among my colleagues on this side of the 
Chamber. 

I make this statement not so much in exoneration of myself 
as to apprise the public as to how reliable some of the reports 
in the press are. 

DISTRIBUTIO~ OF DOCUMEN'rS. 

The VICE PRESIDENT laid before the Senate a communica
tion from the Secretary of the Interior, transmiting, pursuant 
to law, a statement showing the documents reeeivet)a and 
distributed by the Department of the Interior during the 
fiscal year 1919, which was ordered to lie on the table and be 
printed. 

WO.MA....~ SUFFB.A.GE. 

The YICE PRESIDENT. The Chair lays before the Senate 
a eertified copy of a joint resolution adopted by the Legisla
tive Assembly of the State of North Dakota ratifying the pro
posed amendment to the Constitution of the United States 
extending the right of suffrage to women. The joint resolu
tion will be printed in the RECORD and pla~ed on the files of 
the Senate. 

The joint resolution is as follows: 
Special session of the Sixteenth Legislative Assembly, State of North 

Dakota, begun and held at the capitol in the city of Bismarck, on 
Tuesday, the 25th day of November, 1919. 

S. B. No. L A joint re olution ratifying a proposed amendlll€nt to the 
Constitution of the United States. 

Be it enacted. by Ute Legislath:e Assembly fJf t11e State of Xorth 
Da7;ota-
Wbereas the Sixty-sixth Congress of the United States of America, at 

the first session begun and held at the city of Washington on l\!on
dfty, the 19th day of May, 1'919, by a eonstitutional majority of two
thirds thereof, made n.nd passed the following p1·oposal to amend the 
Constitution of the United States of America in tbe following wo1'ds, 
to wit: "Joint resolution proposing an amendment to the Constitu· 
tion extending the right of suffrage to women." 
Resolved by t1ze Se1wte and House of Representatit·cs of the Unitea 

States ot America ill Oong-ress assentbled (t1.oo-thif'ds ot eaeh House 
concurring therein). That the following article is proposed as an 
amendment to the Constitution, which shall be va.lid to all intents ll.Dd 
purposes as part of the Constitution when ratified by the legislatures 
of three-fourths of tho several States. 

·~Article -. 
"The rle;ht of citizens of the United Stutes to vote sh.a.ll not be 

dE:nied or abridged by the United Stutes or by any State on account of 
sex. 

.. Congress shall have power to enforce this articlo by appropriate 
legislation " : Therefore be it 

Resolved by the Legislative A.sscmblv of tlte State of Nm·th Dakota 
duly conve11e<l, That the srud foregoing proposed amendment to the 
Constitution of the United States ot America be, and the same is 
~i~la ~ l.'~~gete bft tf;rt~;islative Assembly of the Stute <>f Nol'th 

Resolved, That certified copies of this joint resolution be forwarded 
by the governor of this State to the Secretary of State for the United 
States of America, at Washington, D. C., and to the President of tbe 
Senate and the Speaker of the House of Representatives of the 
National Congress. 

Approved December 5, ::i.4.} p. m., Hll!>. 
LY!\)J J. li'R ZIER, 

Gover11or. 
II. R. WOOD, 

Pt·esident of the Sena t e. 
w. J. PRATER , 

Secretary of tlw Senate. 
L. L. S~N, 

.Speaker of the Ho use. 
GEO. A. TOTTE~, · Jr., 

Ohief Ole1·k of the House. 
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This ceJ.•tifles that the within bill originated in the Senate of t~e 
Sixteenth Legislative Assembly of the State o.f North Dakota, and 1s 
kno\\ n on the records of that body as Senate b1ll No. 1. 

W. J. PnATJoJR, Secretary of the Senate. 
Filed in this office at 2 o'clock p. m., this 8th day o! December, 1910. 

THOMAS HALL, · 
Secretary of State. 

By lliURICE w. DUFFY, . 
Deputy. 

Approved December 5, 5.45 p. m., 1019. · 
LYN~ J. FRAZIER, Governor. 

PETITIONS AND MEMORIALS. 

Mr. SIMMONS presented a petition of Local Lodge No. 1155, 
Benevolent and Protective Order of Elks, of High Point, N. C., 
praying for the enactment of legislation providing for th~ sup
pression of Bolshevism and the deportation of undesuable 
aliens; which was referred to the Committee on Immigration. 

He also presented resolutions adopted by the faculty of 
Mount Holyoke College, South Hadley, Mass., and of the Philo
musian Club of Philadelphia, Pa., favoring the early ratifica· 
tion of the peace treaty, which were ordered to lie on the table. 

Mr. TOWNSEND presented a petition of the Mitts Branch 
of 'Vomen's Christian Temperance Union, of Port Huron, Mich., 
and a petition of the faculty of Adrian College, Adrian, Mich., 
praying for the immediate ratification of the peace treaty with 
certain reser-vations; which were ordered to lie on the table. 

lie also presented a petition of William C. Stark Post No. 97, 
American Legion, of Adrian, Mich., praying for the enactment 
of legislation providing for the protection of the country from 
undesirable aliens; which was referred to the Committee on 
Immigration. 

He also presented a petition of the Credit 1\Ien's Association 
of Grand Rapids, Mich., praying for the enactment of legisla
tion providing for a budget system, which was referred to the 
special committee to devise a plan for a national budget system. 

Mr. HARRISON presented a petition of Local Lodge No. 606, 
Ben olent and Protective Order of Elks, of Biloxi, Miss., and 
a petition of Local Lodge No. 1120, Benevolent and Protective 
Order of Elks, of Pascagoula, Miss., praying for the enactment 
of legislation providing for the deportation of undesirable 
aliens; which were referred to the Committee on Immigration. 

Mr. JOHNSON of South Dakota presented petitions of sun
dry citizens of Spencer, Lake Preston, Lane, Cavour, Sisseton, 
and Wessington, and of the Young Men's Booster Association 
of Sioux Falls, all in the State of South Dakota, praying for 
the exemption of lyceum courses from the provisions of the 
so-called " luxury tax," which were referred to the Committee 
on Finance. 

He also presented a petition of the faculty of the Dakota 
Wesleyan University, Mitchell, S. Dak., praying for the early 
ratification of the treaty of peace with Germany, which was 
ordered to lie on the table. 

l\1r. CAPPER presented petitions of sundry citizens of Enter
prise, Peru, and Hill City, all in the State of Kansas, praying 
for the repeal of the so-called " luxury tax " on Chautauqua 
tickets, which were referred to the Committee on Finance. 

He also presented a memorial of Local Union No. 356, Amal
gamated Sheet Metal Workers I.o.ternational Alliance, of Par
sons, Kans., remonstrating against the passage of the so-called 
Esch railroad bill and favoring a two years' extension of Gov
ernment operation of railroads, which was referred to the Com· 
mittee on Interstate Commerce. 
H~ also presented a petition of Local Lodge No. 112.7, Benev

olent and Protective Order of Elks, of Great Bend, Kans., pray. 
ing for the enactment of legislation providing for the deporta· 
tion of undesirable aliens, which was referred to the Commit· 
tee on Immigration. 

Mr. SUTHERLAND presented a petition of Local Lodge No. 
282, Benevolent and Protective Order of Elks, of Moundsville, 
W. Va., praying for the enactment of legislation providing for 
the deportation of undesirable aliens, which was referred to the 
Committee on Im~gration. 

1\fr. FLETCHER. I ask to have printed in the RECORD certain 
extracts, telegrams, resolutions, and letters which I have re
ceived relative to the ratification of the treaty of peace with 
Germany. 

·There being no objection, the· matter referred to was ordered 
to be printed in the RECORD, as follows: 

' 
"Whereas the unsettled conditions of our own Nation, as well as the 

nations or the world in general, are in a measure due to the lack 
of the adoption of a treaty of peace by our Government ; and 

•• Whereas the text of the treaty submitted by Mr. Wilson is as nearly 
complete and satisfactory as any that we believe is possible at this 
tlme: Therefore be it 

"Resolved, That this conference, representing a constituency of 
40,000 citizens of our Commonwealth, respectfully but urgently request 
the Senate of the United States to adopt, as early as possible, the peace 
treaty submitted by Mr. Wilson, without material amendments or res
ervations. 

"Resolved, That the secretary of this conference wire immediately a 
<'OPY o! these resolutions to President Woodrow Wilson and Vice Presi
dent, the Hon. THOMAS R. MARSHALL, President of the Senate, and to 
the two Senators from Florida, the Hon. DUNCAN U. FLETCHER and Hon. 
PARK M. TRAMMELL." 

[From the Tampa Morning Tribune.] 
THE APPEAL FOR THE TRlilATY. 

The case with regard to the treaty and the league of nations covenant 
is well put in a letter written by a Newport (R. I.) man in the form or 
an address to the United States Senate. He presents to the Senators 
certain facts which they appear to have overlooked in their desire to 
serve prejudice. 

Here is what he has to say to them: 
"There are 8,000,000 dead men ·watching you every moment and 

listening to your every word. Picture these men as ranged around you 
while you talk. Imagine the Senate Chamber to be surrounded by 
ascending tiers of seats in circles that ever rise until 8,000,000 dead 
young men are seated and watching you with their sightless eyes. 

"There they are, gentlemen. You can not escape from them. There 
they are, all dead and all young. Eight million beautiful young men, the 
pick of the human race, and every one of them a corpse. Yet every 
one of these beings, with sunken eyes, is gazing at you, calling to you, 
raising his bony hands in appeal." ' 

The idea of the new fellowship of peoples as contained in the league 
o! nations iS too fine a thing to be cast lightl:y aside. The votes on the 
league at the last session showed that two-thuds of the Senate, with a 
clear sentiment of the country behind them, are eager that the United 
States should accept the treaty and covenant. They realize that the 
peace of the world can not be preserved except by the mutual trust, co
operation, and good faith of America and Europe. They look upon the 
league as an effort to do what all sane peoples should desire and do 
desire. They should give it a fair and earnest trial. 

NEW YORK, N. Y., Decembe·r 15, 1919. 
Senator DUNCA::-. U. FLETCHER, 

Washington, D. 0.: 
To the PRESIDENT OF THE UNITED STATES AND TO THE MEMBERS OF THE 

SENATE OF THE UNITED STATES. 
GENTLEMEN: The boarll of directors of the Merchants' Association of 

New York, believing that there is a moral and an economic obligation 
resting upon the United States of America promptly to act upon the 
treaty of peace, which has been under consideration for many months, 
presents this petition. With the utmost earnestness we respectfully 
appeal to you to make such mutual concessions as will permit an imme
diate ratification of the peace treaty, with such reservations as will, 
either now or later, permit our participation in a league o! nations 
without impairing the safety or the sovereign powers of the United 
States. We therefore call on you, Mr. President, to resubmit the draft 
of the proposed treaty to the Senate, in order that its immediate fur
ther consideration may be imposed upon that body. We call upon you, 
gentlemen of the Senate, promptly to act on the :peace treaty, with such 
reservations as will now or later permit our participation i.n a lea~e o! 
nations without surrender of the sovereign powers of the United l:::ltates. 
No pride of opinion, no desire for partisan benefit, should prevent or 
further delay them until concessions, which apparently alone will 
bring formal ratification of peace, and thus permit the concentration of 
Congress and our people upon definite measures necessary to aiu our 
own and European recovery from war conditions. 

Respectfully submitted. 
THE BOARD OF DIRECTORS OF THE 

MERCHANTS' ASSOCIATION OF NEW YORK, 
By WILLIAM FELLOWS MORGAN, President. 

AllfEUICAN SUPPLY & l't!A.CHINERY MANUFACTURERS' ASSOCIATION, 
0FFICEJ OF SECRETARY TREASURER, 4106 WOOLWORTH BUILDING, 

New York, December Jg, 1919. 
To the Hon. DUNCAN U. FLETCHER. 
Resolution unanimously passed by our officers, executive committee, and 

advisory board in special session at the Waldorf-Astoria Hotel, New 
York, December 9. 
DEAR SIR: As the American Supply & Machinery Manufacturers' 

Association is purely a business association and avoids even the ap
pearance of partisanship in politics, it is thought that an expression of 
judgment that includes the desires of both our Republican and Demo
cratic members as to your current action upon the treaty with Ger· 
~~ld;rr;.tJ~: league of nations will have your respectful and serious 

Our industry, as you doubtless realize, is one of the key industries 
In the restoration of industrial life throughout the world. Its pros
perity is not only essential to a quick retum of industry to normal 
conditions, but in view of the loss of man power by warfare, machin
ery must multiply the efficiency of labor if mankind is to be properly 
fed, clothed, and sheltered. . 

We note with alarm the serious decrease in production and the 
tendency of the peoples of the world to live for and unto themselves. 

METHODISTS ASK SENATE TO PASS PEACE TREATY. We note the arrogance of the rulers of Germany and, on the other 
LAKELAND, December n. hand, the pleadings of our recent allies and the weak nations for help 

and protection against policies that make for war. 
Pursuant to previous announcements, the seventy-sixth session of the It is the judgment of our people, and, we believe, all true Ameri· 

Florida annual conference of the Methodist Episcopal Church South cans, that a treaty be signed without delay. We ask that among our 
met in the Methodist Church here yesterday morning at 9 o'clock, statesmen in the Senate a spirit of concession prevail. We say to you 
Bishop Warren A. Candler, of Atlanta, Ga., presiding. in all seriousness that disaster will follow a further delay caused either 

The following resolutions, offered by Edward F. Ley, D. B. Sweat, by obstinacy of opinion or partisanship. 
W. A. Myers .• and C. Fred Blackburn, after many amendments were de- As the effects of signing are not unalterable, and as immediate 
featrd and live speeches were made, were adopted: action is necessary to save the industry of the country, we, the Repub-
.. Whereas the Senate of the Uuited States has given much time to the licans and Democrats in this great industry, hereby respectfully voice 

consideration of a treaty of peace prepared by the Hon. Woodrow our demand for a signed treaty. 
Wilson, President of the United.States, to the Senate for adoption; and 1 GEO. T. BAILEY, President. 

r 
/ 
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Mr. FLETCHER. I also present resolutions adopted by St. 

Johns Post No. 37, American Legion, of St. Augustine, Fla., 
which I a. ·k to have printed in the RECORD and referred to the 
Committee on the Judiciary. 

There being no objection, the resolutions were referred to 
the Committee on the .Judiciary and ordered to be printed in 
the RECoRD, as follows: 

CITY OF ST. AUGUSTll'\E, 
St. Att[ltt3tine, F1a., December 11, 1919. 

~ator D. U . FLETCHER, 
WaBliitlgtmt, D. 0. 

MY DDA.n SE~ATOR : Inelosed find copy c;f resolution No. 135 which is 
self-explanatory. The city administration of the city ot St. Augustine, 
Fla.., appreciates your supporting any legislation that will assist in 
upholding law and order of our land and uppress any unlawful act or 
acts that may be committe<l by those inclined to be un-AmeriC!ln. 

Very truly, yours, 
El;GEXD MASTERS, 

Oity Ma..naget·. 

Resolution 13:1. Introduced by Commissioner Lopez. 
Wbe~s St. Johns Post, No. 37, the American Legion, has requested 

that the city of St. Augustine, Fla., express itself to our United States 
Senators and Representatives in the Congress -of the United States 
relative to rigid legislation in reference to the un-American acts of 
the Industrial Workers o! the World who have been disseminating 
propaganda of the most :marchlstic type and who have counseled acts 
of violence and disregard for the law; and 

Whereas the city C{)IDmi<>sion of the city of St. Augustine, Fla., mindfnl 
of the history of our country and of the trials through which our 
Government has gone, !. nd knowing full well tltat these United Stntes 
can only exist upon principles founded upon the fum basi~ of loyalty, 
justice, and patriotism: There1ore be it 
Resolved, That our honorable United States Senators and our honor

able Representatives in the lower House of the Congress be, and they are 
hereby, urged and requested to vote for, support, and uphold their fel
low statesmen in the battle for Americanism which is being now waged, 
r.nd to make every effort to secure the passage of rigid laws for the sup
pression of crime, es])ecially those grades of crime which are aimed at 
the very heart of free government, free institutions, · and the enjoyment 
of Uberty ; and be it turther 

ReBolved, That a copy of these resolutions be mailed to each of our 
r.epresentati.-es in the Congress, a copy to the local post Qf the Ameri
c:::.n Legion, and a ropy be handed the press of our city. 

Passed in open session of the commission this 2d day of December, 
A. D. 1919. 

Attest: 
H. W. DAns, Acting Mayor. 

c. G. OLDFATHER, 
City Auditor and Clerl•. 

[Seal of the city of St. Augustine.] 

FRA:SCIS S. PEABODY. 

l\1r. SHERMAN. 1\fr. President, I ask unanimous consent to 
pre ent a telegram from 400 coal dealers in Chicago protesting 
ngainst the appointment of Francis S. Peabody on the commis
sion to settle the wage scale of soft-coal miners. I ask that it 
be printed in the REOOBD but not read. It is "Very short. 

There being no objection, the telegram was ordered to be 
printed in the RECOP.D, as follows : 

Senator L. Y. SHERYAY, 
CHICAGO, ILL., December 12, 1919. 

The ll·m·thumberland, Washingto11, D. C.: 
Four .hundred inde~ndeq.t ~oal dealers of Chicago .protest against ~e 

appointment of FranCIS S. Peabody as a. repre entative on the commiS
sion to be appointed by the President to settle the wage scale of the 
United Mine Workers, for the reason that we do not believe the public 
will get a fair deal, as George W. Reed, local fuel administrator ap
pointed by Dl'. Garfield as his representative, bas discriminated against 
the independent coal companies in Chiet1go, he being vice president of 
the Peabody Conl Co. at Chicago and using his office to furthel' the 
interests of coal companies dominated by the Peabody Coal Co. 

WM. O'ROURKE, 
Secre1ary Independent CoaZ Dealers' Organization 

Committee ot Ohicago. 

BEGUL.A.TIO!'i OF STREET TRAFFIC ~ W.ASHTI\GTO~ CITY. 

Mr. SHER:uA..l~. I also ask unanimous consent to present 
f01· the 12th of December, the 24 hours ending at that time, the 
usual list of personal injuries to persons run over by automo
biles in the city of Wn.shington. I ask that it be printed in the 
RECORD. 

There being no objection, the list was ordered to be printed in 
the REcoRD, as follows; 
'\\OMAN IS FELLED DY AUTO AND KrLLED--1\L\nY JACKSON, COLOllED, Dlru> 

AT HOSPITAL-BABY BARELY ESCAPES DEATH. 
[From the E>ening Star, Dec. 12.] 

uA fatal traffic accident occurred at Twenty-fourth and r. 
Streets last night about 7.45 o'clock, a colored woman about 55 
years old, giving her name as Mary Jackson, being knocked 
down by an automobile and so badly injm·ed· that she died ut 
Emergency Hospital at 3.1.5 o'clock this morning. 

"Andrew J. Parker, 4..'>6 Eleventh Street NEJ., and Mrs . .Maud 
Parker, his wife, were occupants of the automobile. It is stated 
that the automobile was going east Qn L Street, and that the 
colored woman, walking north on Twenty-fourth Street, stepped 
directly in front of the moving car, tlie driver being unable to 
bring the "Vehicle to a stop in time to preyent the accident! 

l!OTORIST GIYES FIRST AID. 

"Quickly stopping his automobile, ~Ir. Parker rendered first 
aid and took the sufferer to Columbia Hospital Later she was 
transferred to Emergency Hospital, where she died. She man
aged to tell hospital attendants that her name was Mary Jack
son, but was unable to giy-e her address before lapsing into 
unconsciousness. 

"Death resulted from an injury to her head, police reported. 
Mr. Parker explained to the police the ci.Icumstances under 
which the accident occurred and will appear at an inquest at 
the morgue this afterntx>n. 

BABY BARELY ESCAPES DEATH. 

"Scores of pedestrians at Fourteenth and G Streets about 4.30 
o'clock yesterday afternoon witnessed a traffic accident in which 
Francis R. Bell, jr., 2 years old, 1819 G Street, narrowly escaped 
death. The little fellow, accompanied by his parents~ was being 
pushed in a perambulator, when an Army motor truck suddenly 
appeared and struck the outfit. 

"The child, it was feared, had been crushed by the heavy 
¥ehicle, but parents and spectators quickly learned that he had 
only received slight bruises and was shocked. He was taken to 
Emergency Hospital. J. L. Morton, 811 ~.,lorida Ayenue, was 
dri\er of the truck. 

OTHER COLLlSIO~S. 

"A collision between the automobiles of Donaltl Frenzel, Fair
fax, Ya., and Carl Bell, 1248 Twenty-seventh Street, occurred 
at Thirty-first and M Streets shortly after 2 o'clock this morning, 
The Virginian's car was badly damaged, but its occupant 
escaped injury. 

"Harry Fowler, 14 years old, 314 Tenth Street SE., rode his 
bicycle against .an automobile at Pennsylvania Avenue and 
Eighth Street SE. yesterday afternoon. His wheel was dam
aged, but he was not hurt. 

"Automobiles of H. L. Rust, 912 Fifteenth Street, and L. E. 
Hutchinson, 1814 Fourteenth Street, collided at Fifteenth and T 
Streets yesterdny afternoon and were badly damaged., 

REPORTS OF CO::UMITTEE 0~ CL.!.IMS. 

1\.I.r. SPENCER, from the Committee on Claims, to which was 
referred the bill (S. 3422) authorizing the Commissioner of 
Internal Revenue to refund any amount imposed as a peD<'llty 
for failure to pay income tax within a specified time, asked to 
be discharged from its further consideration and that it be re
ferred to the Committee on Finance; which was agreed to. 

He also, from the same committee, to which were referred the 
following bills, reported them SeTerally without amendment and 
submitted reports thereon: 

H. R. 683. An act for the relief of \Villiam E. Johnson (Rept. 
No. 330); 

H. R. 1812. An act making an appropriation to compensate 
James M. Moore for damages sustained while in the service of 
the Go\ernment of the United States (Rept. No. 331) ; 

H. R. 5348. An act fm· the relief of Mrs. Thomas McGoYern 
(Rept. No. 332) ; and 

H. R. 5665. An act for the relief of Carlow A.vellina (Rept. 
No. 333). 

GEOTIGE R. GA.TES. 

1\Ir. SPEXCER, from the Committee on Claims, reported the 
following resolution (S. Res. 262) : 

Resolved, That the bill (S. 2675) entitled u.A bill to'compensate George 
B. Gates for the infringement of his letters patent by the United States," 
now pending in the Senate, together with all the accompanying papers, 
be, and the same is hereby, referred to the Court of Claims, in pursuance 
of the provisions of an act entitled "An act to codify, revise, and amend 
the laws relating to the judiciary," approved March 8, 1911; and the 
said court f:hall proceed with the s::une in accordance with the provisions 
of such act and report to the Senate in accordance therewith. 

S..ALARIES OF FIREM.E...~ IX THE DISTRICT OF COLUMBIA. 

Mr. CALDER. At the special session of Congress a bill was 
passed readjusting the pay of policemen in the eity of Washing
ton. There is a. bill which goes with that, another measure read
justing the pay of the firemen of the city of Washington. I have 
been directed by the Committee on the District of Columbia to 
report back favorably with an amendment the bill (H. R. 10137) 
to amend an act entitled "An act to classify the officers a.nrl 
members of the fire department of the District of Columbia, and 
for othet· Plll1)0Ses," approved June 20, 1906; and for other pur
poses, and I submit a report (No. 329) thereon. I ask unani
mous consent for the present consideration of the bilL 

Mr. l\1cLEA1""\f. l\1r. President--
1\lr. CALDER. I think it will not take more than two or th ree 

minutes. I will withdraw the con.sideration of the bill if it takes 
more than five mintrtes. 

Mr. THOMAS. It was tacitly understood tlillt the aujouru
meJ).t-.was had tor the purpose of giving the Senator from Con
necticUt [Mr. ~!cLEAN] nn opportunity to call up the confer-
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ence report on the banking bill, and I think we should observe 
that understanding. I therefore object to the consideration of 
this bill this morning. 

The VICE PRESIDENT. The bill will be placed on the 
calenuar. 

WHITE RIVER DRIDGE, AitKAN SAS. 

1\Ir. SHEPPARD. From the Committee on Commerce I re
port back favorably, without amendment, the bill (S. 3371) 
authorizing Gordon N. Peay, jr., his heirs and assigns, to con
struct, maintain, and operate a toll QJ-idge and approaches 
thereto across the White River, and I submit a report (No. 334) 
thereon. I direct the attention of the Senator from Arkansas 
[Mr. KIRBY] to the measure. 

Mr. KIRBY. I ask for the immediate consideration of the 
bill. 

There being no objection, the bill was considered as in Com-
mittee of the Whole, and it was read as follows: 

Be it enacted, etc., That Gordon N. Peay, jr., his heirs and assigns, 
be, and they are hereby, authorized to construct, maintain, and operate 
a toll bridge and approaches thereto across the White River at a point 
suitable to the interests of navigation, within or near the limits of 
the town of Des Arc, in the county of Prairie, in the State of Arkansas, 
in accordance with the provisions of the act entitled "An act to regu
late the con . truction of bridges Qver navigable waters," approved 
March 23, 1906. 
· SEC. 2. That the right to alter, amend, or repeal this act is hereby 
expressly reserved. 

The bill was reported to the Senate without amendment, or
dered to be engrossed for a third reading, read the third time, 
and passed. 

BILLS INTRODUCED. 

Bills were introduced, read the first time, and, by unanimous 
consent, the second time, and referred, as follows: 

By 1\fr. KNOX: 
A bill ( S. 3556) for the relief of Frank Schoble, jr.; to the 

Committee on Military Affairs. 
By Mr. HARRISON : 
A bill (S. 3557) granting a pension to Charles B. Crawford; 

to the Committee on Pensions. 
By Mr. OVERMAN: 
A bill ( S. 3558) authorizing the establishment of a forest 

experiment station at Asheville, N. C.; to the Committee on 
Agriculture and Forestry; and 

A bill (S. 3559) for erecting a suitable memorial to Sir Walter 
Raleigh; to the Committee on the Library. 

By 1\fr. FERNALD: 
A bill (S. 3560) granting a pension to Russell S. Beckwith 

(with accompanying papers) ; to the Committee on Pensions. 
By 1\fr. HARDING: 
A bill (S. 3561) granting an increase of pension to John D. 

Halbert; and 
A bill (S. 3562) granting an increase of pension to Harry 

Coyan; to the Committee on Pensions. 
By 1\lr. POINDEXTER: 
A bill (S. 3563) extending the period of limitations for the 

commencement of actions for the punishment of violators of the 
draft act approved May 18, 1917, and amendments thereto; to 
the Committee on the Judiciary. 

AMENDMENT TO RAILROAD CONTROL BILL. 

Mr. FRELINGHUYSEN submitted an amendment intended 
to be proposed by him to the bill (S. 3288) further to regulate 
commerce among the States and with foreign nations, nnd to 
amend an act entitled "An act to regulate commerce," approved 
February 4, 1887, as amended, which was ordered to lie on the 
table and to be printed. 

LUDWIG C. A. K. MARTENS. 

1\fr. KENYO"N submitted the following resolution ( S. Res. 
263), which was referred to the Committee to Audit and Con
trol the Contingent Expenses of the Senate: 
Whereas one Ludwig C. A. K. Martens claims to be au ambassador to 

the United States from the Russian Soviet Government; and 
Whereas according to newspaper reports be refuses to answer certain 

questions before the Lusk Investigating Committee in the city of 
New York, a committee appointed to investi.gate propaganda against 
tbis Government, on the ground that be 1s such ambassador and 
entitled to diplomatic privileges; and 

Whereas said Martens has headquarters in the city of New York and is 
alleged to be directing propaganda against this Government; and 

Whereas according to th1s testimony before said Lusk committee he 
came to this country as a German citizen and is a member of the 
Communist Party, pledged to overthrow capitalistic systems of gov
ernment the world over ; and 

Whereas said Martens, according to his said testimony, regards this 
Government as a capitalistie government: Now, therefore, be it 
Resolv ed, That the Committee on Foreign Relations is hereby author

ized and directed, throuf?h the full committee or through any subcom
mittee thereof, to investigate as speedily as possiLle the status of said 
Martens ... what alleged government or power in ·Eur6pe he represents; 
what, ir any, recognition of any kind bas been accorded him by this 
Government; whether or not be is an alien enemy; what propaganda 
if any, be is carrying on for the overthrow ot governments, and ali 

facts and circumstances relating to his activities in this countr_y and 
b.is alleged diplomatic representation, and make report to the Senate 
of such findings. 

The said committee is hereby empowered to sit anti act at such time 
and place as it may deem necessary ; to require, by subprena or other
wise, the attendance of witnesses, the production of books, papersi and 
documents ; to employ stenographers, at a cost not exceeding·$ per 
printed page. The chairman of the committee, ot· any member thereof, 
may administer oaths to witnesses. Subpcenas for witnesses shall be 
issued under the signature of the chairman of the committee or sub
committee thereof. Every person who, having been summoned as a 
witness by authority of said committee or any subcommittee thereof, 
willfully makes default, or who, having appeared, refuses to answer 
any question pertinent to the investigation heretofore authorized, shall 
be held to the penalties provided by section 102 of the Revised Statutes 
of the United States. . 

The expense thereof shall be paid from the contingent fund of the 
Senate on vouchers ordered by said committee, signed by the chairman 
thereof and approved by the Committee on Contingent Expenses. 

IDSTOitY OF THE WASHINGTON NAVY YARD. 

1\fr. STANLEY submitted the following resolution ( S. Res. 
264), which was referred to the Committee on Printing: 

Resolved, That there be reprinted and extended to date Senate Docu
ment No. 22, 1889, "A History of the Navy Yard, Washington, D. C." 

HAMILTON V. KENTUCKY DISTILLERIES & WAREHOUSE CO. 

1\Ir. GORE. 1\fr. President, I ask unanimous consent to have 
printed in the RECORD and to have p1inted as a public docu
ment the opinion of the Supreme Court of the United States 
in the so-called war-time prohibition case, being the case of 
Hamilton against Kentucky Distilleries & Warehouse Co. 

The VICE PRESIDENT. Without objection, it is so ordered. 
The opinion is as follows : · 

SUPREME COURT OF THE UNITED STATES. 

(Nos. 589 and 602.-0ctober term, 1919.) 
589. Elwood Hamilton, Collector of Internal Revenue, appellant 

v. Kentucky Distilleries & Warehouse Co. Appeal from th~ 
District Court of the United States for the Western District 
of Kentucky. 

602. Alphons Dryfoos, · Eugene Blum, and Eugene Bascho, ap
pellants, v. William H. Edwards, Collector of Internal Heve
nue. Appeal from the District Court of the United States for 
1he Southern District of New York. 

[Dec. 15, 1919.] 
l\lr Justice Brandeis rlelivered the opinion of the court. 
The armistice with Germany was signed November 11, 1918. 

Thereafter Congress passed and, on November 21, 1918, the 
President approved the war-time prohibition act ( ch. 212, 40 
Stat. 1045, 1046), which provides as follows: 

"That after June 30, 1919, until the conclusion of the present 
war and thereafter until the termination of demobilization, the 
date of which shall be determined and proclaimed by the Presi
dent of the United States, for the purpose of conserving the man 
power of the Nation, and to increase efficiency in the production 
of arms, munitions, ships, food, and clothing for the Army and 
Navy, it shall be unlawful to sell for beverage purposes any 
distilled spirits, and during said time no distilled spirits held in 
bond shall be removed therefrom for beverage purposes except 
for export. * * * " 

On October 10, 1919, the Kentuck-y Distilleries & Warehou e 
Co., owner of distillery warehouses and of whisky therein, 
brought in the District Court of the United States for the 
Western District of Kentucky a suit against Hamilton, collector 
of internal revenue for that district, alleging that the above act 
was void or had become inoperative and praying that he be 
enjoined from interfering, by reason of that act, with the usual 
process of withdrawal, distribution, and sale of the whisky in 
hond. The case was heard before the district judge on plaintiff's 
motion for a preliminary injunction and defendant's motion to 
dismiss. A decision without opinion was rendered for the 
plaintiff; and, the defendant declining to plead further, a final 
decree was entered granting a permanent injunction in accord
ance with the prayer of the bill. A similar suit seeking like 
relief was brought on October 29, 1918, by Dryfoos, Blum & Co. 
in the District Court of the United States for the Southern Dis
trict of New York against Edwards, collector for that district. 
That case was heard on November 5 before the district judge on 
like motions for a preliminary injunction and to dismiss. An 
opinion was filed November 14, 1919, holding the act in force. 
and on the following day a final decree was entered dismissin!; 
the bill. 

The essential facts in the two cases differ in tllis: In the Ken
tucky case the whisky was stored in a distillery warehouse; the 
plaintiff was the maker of the whisky; had owned it prior to the 
passage of the act; and had, since June 30, 1919, paid the revenue 
tax on part of it. In the New York case the liquors were in 
general and special bonded warehouSes; the plaintiffs were job
bers, and it does not appear when tliey became the owners of the 
liquors. Both cases come here by direct appeal under section 

I 
I 
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238 of the Judicial Code, were argued on the same day, and may 
be disposed of together. Four contentions are made in support 
of the relief prayed for: (1) That the act 'vas void when enacted 
because it violated the fifth amendment; (2) that it became void 
before these suits were brought by reason of the passing of the 
war emergency; (3) that it was abrogated or repealed by the 
eighteenth amendment; (4) that by its own terms it expired 
before the commencement of these suits. These contentions will 
be considered in their order. 

First. Is the act void because it takes private property for 
public purposes without compensation in violation of the fifth 
amendment? The contention is this: The Constitution did not 
confer police power upon Congress. Its power to regulate the 
liquor traffic must therefore be sought for in the implied war 
powers; that is, the power "to make all laws necessary and 
proper for carrying into execution" the war powers expressly 
granted. (Art. I, sec. 8, clause 18.) Congress might under 
this implied power temporarily regulate the sale of liquor and, 
if reasonably necessary, forbid its sale in order to guard and pro
. mote the efficiency of the men composing the Army and the Navy 
and of the workers engaged in supplying them with arms, muni
tions, transportation, and supplies. · (McKinley v. United States, 
249 U. S., 397, 399.) But the exercise of the war powers is, ex
cept in respect to property destroyed by military operati?ns 
(United States v. Pacific Railroad, 120 U. S., 227, 239), subJect 
to the fifth amendment (United States v. Russell, 13 Wall., 
623, 627). The severe restriction imposed by the act upon !he 
disposition of liquors amounts to a taking of property; and bemg 
uncompensated would, at least as applied to liquors acquired 
before the passage of the act, exceed even the resh·iction held 
to be admissible under the broad police powers possessed by the 
States. Thenifore, since it fails to make provision for compen
sation, which in every other instance Congress made ~h~n 
authorizing the taking or use of property for war purposes/ 1t IS 
void. Such is the argument of the plaintiffs below. . 

That the United States lacks the police power, and that this 
was reserved to the States by the tenth amendment, is true. But 
it is none the less true that when the United States exerts any 
of the powers conferred upon it by the Constitution, no valid 
objection can be based upon the fact that such exercise may be 
attended by the same incidents which attend the exe~cise by a 
State of its police power, or that it may tend to accomplish a 
similar purpose. Lottery Case (188 U. S., 321, 357) ; 1\IcCray v. 
United States (195 U. S., 27) ; Hipolite Egg Co. v. United States 
'(220 U.S., 45, 58); Hoke v. United States (227 U. S., 308, 323); 
Seven Cases v. United States (239 U. S., 510, 515) ; United States 
v. Doremus (249 U.S., 86, 93-94). The war power of the United 
States, like its other powers and like the police power of the 
States, is subject to applicable constitutional limitations (Ex 
parte 1\filligan, 4 Wall., 2, 121-127; Monongahela Navigation Co. 
v. United States, 148 U. S., 312, 336; United States v. Joint 
Traffic Association, 171 U. S., 505, 571; McCray v. United States, 
195 U. S., 27, 61; United States v. Cress, 243 U. S., 316, 326) ; 
but the fifth amendment imposes in this respect no greater limi
tation upon the national power than does the fourteenth amend
ment upon State power. (In re Kemmler, 136 U. S., 436, 448; 
Carroll v. Greenwich Insurance Co., 199 U. S., 401, 410.) If the 
nature and conditions of a restriction upon the use or disposition 
of property is such that a State could, under the police power, 
impose it consistently with the fourteenth amendment without 
making compensation, then the United States may for a per
mitted purpose impose a like restriction consistently with the 
fifth amendment without making ·compensation; for prohibition 
of the liquor traffic is conceded to be an appropriate means of 
increasing our war efficiency. 

There was no appropriation of the liquor for public purposes. 
The war-time prohibition act fixed a period of seven months 
and nine days from its passage during which liquors could be 
disposed of free from any restriction imposed by the Federal 
Government. Thereafter, until the end of the war and the 
termination of mobilization, it permits an unrestricted sale for 

1 War acts authorizing the seizure or requisition of property: 
Mar. 4, 1917, ch. 180, 39 Stat. 1168, 1193, July 1, 1918, ch. 113, 40 

Stat. 634, 651, factories, ships, and war materials; June 15, 1917, ch. 
29, 40 Stat. 182, 183 ; .Apr. 22, 1918, ch. 621 40 Stat. 535 ; Nov. 4, 1918 
cb. 201, 40 Stat. 1020, street railroads, eqwpment, etc., and the acquisi~ 
tlon to title to lands, ,Plants, etc. ; .Aug. 10, 1917, ch. 53, 40 Stat. 276i 
219 (food-control act), foods, fuels, factories, packing houses, coa 
mines. coal supplies, etc. ; Mar. 21, 1918, ch. <25, 40 Stat. 451, railroads; 
May 16, 1918, ch. 74, 40 Stat. 550, 551, June 4, 1918, ch. 90, 40 Stat. 
593, houses, buildings, prcperties, etc., in District of Columbia; July 18, 
1918, ch. 157, 40 Stat. 913, 915, ships; July 16, 1!H8, ch. 154, 40 Stat. 
904, telephone and telegraph systems; Oct. 5, 1918, ch. 181, 40 Stat. 
1009, 1010, mines, mineral Janda, etc. 

See aJS:o art of June 3, 1916, ch. 134 (39 Stat. 166, 213) for the 
mobilization of industries, which authorizes the seizure of munition 
plants and provides that the compensation therefor shall be "fair and 
just," anathe act of Mar. 4, 1917, ch. 180 (39 Stat. 1168, 1169), au
thorizing the acquisition of aeroplane patents by condemnation, for 
which $1,000,000 was appropriated. 

export and, within the United States, sales for other than bever
age purposes. The uncompensated restriction upon the disposi
tion of liquors imposed by this act is of a nature far less severe 
than the restrictions upon the use of property acquired before 
the enactment of the prohibitory law which were held to be per
missible in cases arising under the fourteenth amendment. 
(Mugler v. Kansas, 123 U.S., 623,668; Kidd v. Pearson, 128 U.S., 
1, 23.) The question whether an absolute prohibition of sale 
could be applied by a State to liquor acquired before the enact
ment of the prohibitory law has been raised by this court but 
not answered, because unnecessary to a decision. (Bartemeye1· 
v. Iowa, 18 Wall., 129, 133; Beer Co. v. Massachusetts, 97 U. S., 
25, 32-33; Eberle v. Michigan, 232 U. S., 700, 706; Barbour v. 
Georgia, 249 U. S., 454, 459.) See, however, Mugler v. Kansas, 
supra, pages 623, 625, 657. But no reason appears why a State 
statute, which postpones its effective date long enough to enable 
those engaged in the business to dispose of stocks on hand at 
the date of its enactment, should be obnoxious to the fourteenth 
amendment; or why such a Federal law should be obnoxious to 
the fifth amendment. We can not say that sevep months and 
nine days was not a reasonable time within which to dispose of 
all liquors in bonded warehouses on November 21, 1918. The 
amount then in storage was materially less than was usually 
carried; 2 because no such liquor could be lawfully made in 
America under the Lever food and fuel control act (August 10, 
1917, c. 53, sec. 15, 40 Stat., 276, 282) after September 9, 1917. 
And if, as is suggested, the liquors remaining in bond November 
21, 1918, were not yet sufficiently ripened or aged to permit them 
to be advantageously disposed of within the limited period of 
seven montlls and nine days thereafter, the resulting incon
venience to the owner, attributable to the inherent qualities of 
the property itself, can not be regarded as a taking of property 
in the constitutional sense. (Clark Distilling Co. v. 'Vestern 
Maryland Ry. Co., 242 U.S., 311, 332.) 

Second. Did the act become void by the passing of the war 
emergency before the commencement of these suits? It is con
ceded that the mere cessation of hostilities under the armistice 
did not abridge or suspend the power of Congress to resort to 
prohibition of the liquor traffic as a means of inc;reasing our 
war efficiency; that the support and cure of the Army and 
Navy during demobilization was within the war emergency; 
and that, hence, the act was valid when passed. The conten
tion is that between the date of its enactment and the com
mencement of these suits it had become evident that hostilities 
would not be resumed ; tba t demobilization had been effected ; 
that thereby the war emergency was removed; and that when 
the emergency ceased the statute became void. 

To establish that the emergency bas passed, statements and 
acts o"j: the President and of other executive officers are aduuced; 
some of them antedating the enactment of the statute here in 
question. There are statements of the President to the effect 
that the war has ended s and peace has come;' that certain 
war agencies and activities should be discontinued; 5 that our 
enemies are impotent to renew hostilities 6 and that the objects 
of the act here in question have been satisfied in the demobiliza
tion of the Army and Navy.1 It is shown that many war-time 
activities have been suspended; that vast quantities of war 
materials have been disposed of; that trade with Germany 
bas been resumed ; and that the censorship of postal, tele
graphic, and wire c:ommunications has been removed.8 But we 
have also the fact that since these statements were made and 
these acts were done, Congress, on October 28, 1919, passed over 
the President's veto the national prohibition act which, in mak
ing further provision for the administration of the war-time 
prohibition act, treats the war as continuing and demobilization 

2 The amount of distilled spirits of all kinds in bonded warehouses 
June 30, 1919, was 72,358,151.1 gallons as compared with 282,036,460.2, 
June 30, 1914; 253,668,341.3 gallons June 30, 1915 ; 232,402,878.3 gal
lons, June 30, 1916; 194,832,682.6 gallons, June 30, 1917; 158,959,264.5 
gallons, :Tune 30, 1918. Report of the Commissioner of Internal Rev
enue for 1919, page 173. The following explanation is given by the 
commissioner, page 51, why more was not withdrawn: "The' high rates 
of tax on spirits, fermented liquors and wines which were provided in 
the bill subsequently enacted into law as the revenue act of 1918, 
prompted many dealers to make heavy purchases of these commodities 
prior to the passage of the act and, as a consequence of this actlon on 
the part of the dealers as well as of the expansion of prohibition terri
tory throughout the United States, the withdrawals from bonded ware
houses materially declined after the passage of the act." 

3.Address to Congress, Official U. S. Bulletin, Nov. 11, 1918, p. 5. 
'Thanksgiving proclamation, Official U. S. Bullet~n, Nov. 18, 1918, 

p. 1. 
&Address to Congress, Dec. 2, 1918, Official U. S. Bulletin, Dec. 2, 

19!lr~~·ce commemoration proclamation, Nov. 11, 1919. 
'Veto message, Oct. 27, 1919, CoNGBESSIONAL RECORD, Oct. 27, 1919, 

p. 8063. 
s U. S. Oftlcinl Bulletin, Nov. 12, 1918, p. 3 ; Nov. 22, 1918, p. l ; 

Nov. 27, 1918, p. 7 ; Dec. 12, 191~ p. 4; Dec. 20, 1918, p. 4 ; Dec. 30, 
1918, p. 7 j _u. S. Bulletin, Feb. 2t, 1919, p. 6; May 8, 1919; May 12, 
191U, p. 14, Oct. 20, 1919, p. 17. · 
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n · incomplete; that the Senate, on November 19, 19l9, refused 
to ratify th~ treaty of peace "With Germany; 1 that under the 
provisions of the Lever Act the President resumed, on October 
30, 1919, the control of the fuel supply which he had relin
quished partly <>n January 31, 1919, -and partly on February 20, 
1919; 2 th-at he is still operating the rallro.ads, of ·which control 
had been tn.ke.n as a war measure; and that on November 18, 
~919, he 'Vetoed Senate bill 641, because it iJimjnished that con
trol,~ that pm·suant to the act of March 4, ~919 {c. 125, 40 
Stat., 1.348), he continues to control, by means of the Food .Ad
ministration Grain Corporation, the supply of gram and wheat 
fiour; that through th~ United States Sugar Equalization Board 
(Inc.), he still regulates· the price of sugar; that in his mes
sage to Congress on December 2, 1919, he urgently recommended 
the further extension for six months -of the powers of the Food 
Administration; that as Commander in Chief he still keeps a 
part of the Army in enemy occupied territory and another part 
in Siberia; ru1d that he has refrained from issuing the procla
mation declaring the termination of demobilization for which 
this act provides. 

The pre nt contention may be stated thus: That notwith· 
standing the act was a proper exercise of the war power of 
Congre s at the date of its approval n.nd contains its own 
period of limitation-" until th~ conclusion of the present war 
and thereafter until the termination of demobilization"-the 
progre " of eTents since that time had producoo so great a. 
change of conditions and there now is so clearly a want of 
necessity for conseni.ng the man power of the Nation, for in
creased efficiency in the production of arms, munitions, and 
supplies, that the prohibition of the sale of distilled spirits for 
beverage purposes can no longer be enforced, because it woul-d 
be beyond the constitutional authority of Oongre s in the 
exerctse of the war power to impo e sueh a prohibition under 
pre-ent circumstances. A~"'Ullling that the implied power to 
enact such a prohibition must depend not upon the existence 
of .a technical state ()f war, terminable only with the ratifica
tion of a treaty of peace or a procla.mati"On of peace (U. S. 1.:. 
Anderson, D "Wall. 56, 'i'O; The Protector, 12 Wall. 700, 702; 
Hijo v. U. S., 194 U. S. 315, 323), but upon some actual 
emergency or necessity arising 'OUt of the war or incident to 
it, stili, as was said in Stewart v. Kahn, 11 WalL 493, 507, 
" The :power is not limited to tictories in the field and the 
dispersion of the [insurgent] forces. It carries with it in
herently the power to guard against the immediate renewal 
of the confiict and to remedy the enls which have arisen from 
its rise and progress/' 

No principle of our constitutional law is more firmly estnb
lished than that this court may not, in passing upon the validity 
of a statute, inquire into· the moth-es of Congress (U. S. v. 
Des Moines Navigation Oo., 142 U. S. 510, 544; McCray v. 
U. S., 195 U. S. 27, 53-59; Weber v. Freed, 239 U. S. 325, 330; 
Dakota CJentral Telephone {)o. v. South Dakota, 25"0 U. S. 163, 
184). Nor may the court incruire into the wisdom of the legisla
tion. (McCulloch -v. Maryln.nd, 4 Wheaton 316, 421; Gibbons v. 
Ogden, 9 Wheaton 1, 197; Brilshn.ber v~ Union Pacific Railroad 
Co., 240 U. S. 1, 25; Rast -v. Van Deman & Lewis, 240 U. S. 
342, 357.) Nor may it pass upon the necessity for the exercise 
of a power possesse<l, since the possible nbuse of a power is 
not an argument agrunst its existence. (Lottery Ca e, 188 U. 
s. 321, 363.' 

That a statute valid when enacted may cease to have validity 
owing to a change of circumstances has been recognized, with 
respect to 'State laws, in several rate cases. (Minnesota Rate 
Cases, 230 U. S. 352, 473; Missouri na:te Cases, 230 U. S. 474, 
508; Lincoln Gas Oo. v. Lincoln, 250 U. s. 256, 268.) That the 
doctrine is applicable to acts of Congress was conceded arguendo 
in Perrin t.\ U. S., 232 U.S. 478, 486; and .Johnson v. GearldS, 
234: U. S. 42"2, 44.6. In each of these cases Congress had pro
hibited the introduction of liquor into lands inhabited by 
Indians, without specified limit of time ; in ;one case the pro
hibition was in terms perpetual; in the other it was to continue 
u until ot.b.erwi.se provided by Congress." In both cases it was 
contended thnt the constitutional power of Congress over the 
subject matter necessarily was limited to what was reasonably 
essential to the protection of the Indians. In the Perrin case it 
was contended (p. 482) that the power was transcended be
cause the prohibition embraced territory greatly in excess of 
what the situation reasonably required, and because its opera
tion was not confined to a designated period reasonable in 
duration but apparently was intended to be perpetual. In 
Johnson v. Geadds the contention was (p. 442) that a ])ro-

1 CONORESSIO~.\L RECORD, Nov. 19, 1919, p. 932L 
2 U. S. Bulletin, Nov. 10, 1919, p. S; U. S. O.ffi.cial Bulletin, Jan. 18, 

lnJ9. p. L . . 
a Coxmn:ssiOXAL RECORD, Nov. 19, 1919, p. 9323. 

:hibition originally valid had become obsolete by reason of 
changes in the character of the territory included in it and 
the status of the Indians therein. In both cases the court, 
while assuming that since the power to impose a prohibition of 
this character was incident to the presence <>f the Indians .and 
their status as wards of the Go,·ernment and did not extend 
beyond what was 1·easonably essential to theh· protection, it 
followed that a prohibition valid in the ' beginning would be
come inoperative when in regular course the Indians affected 
were completely emancipated from Federal guardianship and 
control, neTertheless held that the courts would not be ~ustlfied 
i~ , declaring that the restriction either was orlginally invalid o1· 
had become obsolete 1f any considerable number of Indians 
1·emained wards of the Government wlthln the prohibited te.rri
to.ry. In each case the decision rested upon the ground that the 
question what was reasonably essential to the protection of the 
Indians was one primarily for the consideration of the la.w
~aking body; that Congress was invested with a wide discre
tion; and that its action, unleru; purely nrqitrary, must be .ac
cepted ·nnd given full effect by the courts. 

Conceding, then, for the purposes of the present ca e, t11at the 
question of the co~ued vali<;lity of the war prohibition act 
under the changed circumstances depends upon whether it ap
p.ears that there is no longer any n~essity for the prohibiti-on 
of the sale of distilled spirits for beverage purposes, it remains 
to be sitid that {)n obvious grounds every reasonable intendment 
must be made in favor of its continuing valiility~ the prescribed 
period of limitation not .having arrived; that to Congress in the 
exercise of its powers, not least tile wa.r power, upon which the 
very life of the Nation depends, n. wide latitude of discretion 
must be accorded; and that it would 1·equire .a clear case to 
justify a court in declaring that .such an act, passed for suCh .a 
purpose. had ceased to have force because the power of Con
gress no longer continued. In view of f.a.ct s of public knowl
edge, some of which have been referred. to, that the· treaty of 
peace had not yet been concluded, that the railways are till 
under national control by virtue of the war powers, that other 
wa.r activities have not been brought to a close, and that it 
can not even be said that the man power of the Nation has been 
~estored to a peace footing, we a.re unable to conclude that the 
act has ceased to be valid. 

Third. W.as the act repealed by the adoption of the eight
eenth amendment? By the express terms ()f the amendment 
the prohibition thereby .imposed becomes effective after one 
year from its J.--atifi.cation. Ratification was proclaimed on Jan
uary 29, 1.91.9 ( 40 Stat., pt. 2, appendix:). The contention is 
that as the amendment became on its adoption an integral part 
of the Constitution its implications are as binding as its lan
guage; that in postponing the effective date of the pr<>hibition 
the amendment impliedly guaranteed to manufacturers and 
dealers in intoxicating liquors a year of grace; and that not 
only was Congress prohibited thereby from enacting meanwhile 
new prohibitory legislation, but also that the then ensting J'e
striction imposed by the war-time prohibition a.ct was remov-ed. 
(See Narragansett Brewing Co. v. Baker and o~Shaunessy, U. . 
D. Ct. R. L, Nov, 12, 1919.) 

The eighteenth amendment, with its implications , if any, is 
binding not only in times of peace but in war. lf there be 
found by i.n:lplication a. denial to Congress of the right to forbid 
before its effective date .a.ey prohibition of the liquor traffic, 
that denial must have been operative immediately upon the 
adoption of the amendment, although at that time demobiliza
tion of the Army and the Navy was far from complete. If the 
amendment effected such a denial of pow-er, then it would have 
done so equally had hostilities continued flagrant or been re
newed. Furthermore, the amendment is binding alike upon the 
United States and the individual States. If it guarantees a 
year of immunity .from interference by the Federal Government 
with the liquor traffic, even to the extent of abrogating restric
tions existing at the time of its adoption, it is difficult to see 
whl: the guaranty does not extend also to immunity from inter
ference by the individual States, with llke result~ also as to 
then existing State legislation. The contention is clearly un
sound. 

Fourth. Did the prohibition imposed by t11e act -expire by 
limitation before the commencement of these suits? The p eriod 
therein prescribed is " until the conclusion of the present war 
and thereafter until the termination of <lemobilization, the date 
of which shall be determined and proclaimed by the President 
of the United States." It is eontended both that the war has 
been concluded and that the demobilization has terminated. 

In the absence of specific pro¥'isions to the contracy, the 
period ot wnr has been held to extend to the ratificftti()n of 
the treaty of peace <>r the ])l"Qclamation <>f pence. (Hijo v. 
United States, 1.94 U. S., 315, 323; The Protector, 12 Wall., 
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700, 702; United States v. Anderson, 9 Wall., 56, 70.) From 
the fact that other statutes concerning war activities 
contain each a specific provision for determining when 
it shall cease to be operative,1 and from the alleged 
absence of such a provision here, it is argued that the term 
"conclusion of the war'.' should not be given its ordinary legal 
meaning; that instead it should be construed as the time when 
actual hostilities ceased; or when the treaty of peace was signed 
at Versailles on June 28, 1919, by the American and German 
representatives, or, more generally, when the actual war emer
gencies ceased by reason of our complete victory and the dis
armament of the enemy coupled with the demobilization of our 
Army and the closing of war activities; or when the declared 
purpose of the net of" conserving the man power of the Nation, 
and to increase efficiency in the production of arms, munitions, 
ships, food, and clothing for the Army and Navy" shall have 
been fully satisfied. But there is nothing in the words used to 
justify such a construction. " Conclusion of the war" clearly did 
not mean cessation of hostilities, because the act was approved 10 
days after hostilities had ceased upon the signing of the 
armistice. Nor mny we assume. that Congress intended by the 
phrase to designate the date when the treaty of peace should 
be signed at Versailles or elsewhere by German anrl American 
representatives, since by the Constitution a treaty is only a 
proposal until approved by the Senate. Furthermore, to con
strue " conclusion of the ·war " as meaning the actual termina
tion of war activities would leave wholly uncertain the date 
when the act would cease to be operative, whereas Congress 
evinced here, as in other war statutes, a clear purpose that the 
date of expiration should be definitely fixed. The reason why 
this was not directed to be done by a proclamation of peace is 
made clear bv the use of the word " thereafter." It was ex
pected that the " conclusion of the war " would precede the 
termination of demobilization. Congress therefore provided 
that the time when the act ceased to be operative should be fixed 
by the President's ascertaining and proclaiming the date when 
demobilization had terminated. 

It is insisted that be bas done so. The contention does viJ
lence to both the language and the evident purpose of the pro
vision. The "date of \\'hich shall be determined and proclaimed 
by the President" is a phrase so definite as to leave no room for 
construction. This requirement can not be satisfied by passing 
references in messages to Congress nor by newspaper interviews 
with high officers of the Army or with officials of the War De
partment. When the President mentioned in his veto message 
the "demobilization of the Army nnd Navy" the words were 
doubtless used in a popular sense, just as he had declared to 
Congress on the occasion of the signing of the armistice : " The 
war thus comes to an end." If be bad believed on October 28, 
1910, that demobilization had, in an exact sense, terminated, be 
wonld doubtless have issued then a proclamation to that effect; 
for be had manifested a strong conviction that restriction upon 
the sale of liquor should end. Only by such proclamation could 
the purpose of Congress be attained ; and the serious conse
quences attending uncertainty be obviated. But in fact de
mobilization bad not terminated at the time of the veto of the 
act of October 28, 1919 ; or at the time these suits were begun ; 
and for aught that appears, it has not yet terminated. The 
rep~rt of the Secretary of 'Var made to the President under 
elate of NoYember 11, 1919 (and transmitted to Congress on 
December 1), in describingrthe progress of demobilization, shows 
(p. 17) that during the preceding 10 days (Nov. 1-10) 2,018 
officers and 10,26G enlisted men bad been discharged, the rate 
of discharge being substantially the same as during the month 
of October, in which 8,690 officers and 33,000 enlisted men were 
discharged. · 

The war-time prohibition act being thus valid and still in 
force the decree in No. 589 is reversed, and the case is re
manded to the district court with directions to dismiss the bill, 
and the decree in No. 602 is affirmed. 

No. 589. Reversed. 
No. 602. Affirmed. 
A true copy. 
Test: 

Clerk Supreme Cou-rt United States. 
(Emergency shipping fund act of June 15, 1917, ch. 29, 40 Stat., 182, 

as amended by the act of Apr. 22, 1918, ell. 62, 40 Stat., 535, and by 

1 The provisions fixing the date of expiration of the several war acts 
are as follows : • 

(Aircraft act, being ch. 16 of the Army appropriation act of July 0, 
1918 ch. 143, 40 Stat., 889.) " Within one year from the signing of 
a treaty of peace with the Imperial German Government." 

(Departmental reorganization act of May 20, 1918, ch. 78, 40 Stat., 
556.) "That this act shall remain in force during _the _continuance of 
the present war and for six months after the termmat10n of the war 
bY the proclamation of the treaty of peace.") 

the act of Nov. 4, 1918, ch. 201 40 Stat., 1020.) "All authority • • • 
shall cease six months after a fuial treaty of peace is proclaimed between 
this Government and the German Empire." 

(Charter rate and requisition act of July 18, 1918, ch. 157, 40 Stat., 
913.) "All power and authority • • • shall cease upon the 
proclamation of the final treaty of peace between the United States and 
the Imperial German Government." 

(Railroad cont'l'"ot act of Mar. 21, 1918, ch. 25 40 Stat., 451, 458.) 
" • • • Federal control • • • shall continue for and during 
the period of the war and for a reasonable time thereafter, which shall 
not exceed one year and nine months next following the date of the 
proclamation of the exchange of ratifications of the treaty of peace.." 

(Food control act of Aug. 10, 1917, cb. 53, 40 Stat., 276, 283.) "Sec. 
24. That the provisions of this act shall cease to be in effect when the 
existing state of war between the United States and Germany shall 
have terminated, and the fact and date of such termination shall be 
ascertained and proclaimed by the President." 

(Trading with the enemy act of Oct. 6, 1917, ch. 106, 40 Stat., 411, 
412.) " The words 'end of the war ' as used herein shall be deemed 
to mean the date of proclamation of exchange of ratifications of the 
treaty of peace, unless the President shall by proclamation declare a 
prior date, in which case the date so proclaimed shall be deemed to be 
' the end of the war' within the meaning of this act." 

(Soldiers' and sailors' ci'dl relief act of Mar. 8, 1918, ch. 20, 40 Stat., 
440, at 441 and 449.) "(5) The term 'termination of the war' as 
used in this act shall mean the termination of the present war by the 
treaty of peace as proclaimed by the President. • • • Sec. 603. 
That this act shall remain in force until the termination of the war ancl 
for six: months thereafter." 

(!5aulsbury resolution of May 31, 1918, ch. !30, 40 Stat., 593.) "That 
until a treaty of peace shall have been definitely concluded between the 
United States and the Imperial German Government, unless in the mean
time otherwise providert by Congress • • •." 

(Wheat price guarantee act of Mar. 4, 1919, ch. 125, sec. 11, 40 Stat., 
1348, 1353.) "That the provisions of this act shall cease to be in 
effect whenever the President shall find that the emergency growing 
out of the war with Germany has passed, and that the further execu
tion of the provisions of this act is no longer necessary for its purposes, 
the date of which t ermination shall be ascertained and proclaimed by 
the President, but the date when this act shall cease to be in effect shall 
not be later than the 1st day of June, 1920. 

NATIONAL BUDGET SYSTEM. 

1\Ir. FERNALD. 1\fr. President, I baye just read a very inter
esting article in a magazine by the Senator from Illinois [1\fr. 
l\1cCoRMICK]. I ask unanimous consent that it may be printed 
in the RECORD. 

The VICE PRESIDENT. 'Vitbout objection, it is so oruered. 
The matter referred to is as follows: 

CALLS FOR Dr..I.STIC ME.\SURES TO RIDIEDY BUDGET EVILS-SE~ATOU 
McCOllJI.ITCK WOULD 1\IAKR EACH BRANCH OF THE GOVER~:UE~T IN
ESCAPABLY TIESPONSIBLE FOR ESTIMATES OF EXPENDITURES AND AP
PROPRIATIOXS Gn_O.NTF.D-DECLARES EFFORTS TO CURE THE DISORDERS 
OF OUR 1\IETHODS SINCE 1870 HAVE BEEN u TIMID AND IIOME
OPATHIC." 

[By :MEDILL McCORMICK, United States Senator from Illinois.] 
"The business men of the country are crying out for a. national 

budget. The American taxpayer for the first time in our his
tory is acutely conscious of the cost of the Federal administra
tion. His purse tells him there is a Government situate on the 
Potomac. He bas reason to believe that not only has his Gov
ernment become costly but that it is inefficient and wasteful. 
He is uncertain as to the exact increase in the cost of his Fed
eral enterprise, and he is not precise about the details of the 
reform to which he is entitled aud which has made ' budget ' 
and 'administrative efficiency' current in the political Yernacu
lar. But be is very certain that there has got to be a grantl 
house cleaning. 

" The third and last session of the last Congress appropriated 
for one year about $7,000,000,000, or ten: times the aggregate 
appropriations of both sessions of the Fifty-sixth Congress, 
20 years a[;o. For the next several years Government will 
cost about ten times as much annually as 1t did five years ago. 
There has been a tremendous acceleration in the rate of in
crease in taxation and public expenditure. · Roughly speaking, 
Government cost 30 per cent more at the end of the 10 years 
1901-1911 than it did at the beginning of that decade. Then a 
convention at Baltimore denounced Republican waste and ex
travagance, nominated 'Voodrow Wilson, and rode into office. 
The increase for the five years 1913-1917 was 60 per cent, or 
twice what it was during the 1.0 years which preceded the 
assembling of the denunciatory convention at Baltimore. 

"I have written so much by way of preface because men <lo 
not often realize how sudden and how vast was the growth o:f 
governmental expenditure even during the years which immedi
ately preceded the war. l\Iore than that, let me recall tba t 
the annual cost of the municipal administration of New York 
to-day is approximately equal to the annual cost of the Gov
ernment of the United States during the last years of the nine
teenth century. When we began the agitation for budget re
form in Illinois, I startled tax:pa;.rers by pointing out" that the 
cost of the State government was increasing at the rate o:f 
200 per cent every 10 years. 

DIVIDED RESPONSIBILITY. 
"During my last term in the legislature I had written and 

persuaded a colleague to introduce a budget bill, lest if I 
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fathet'ed It some people might :regard it as it measure of im
politic reform. I was not .able long to conceal the actual pa
ternity of the bill and so enjoyed for the balance of the legis
lative session the affectionate derision of some of my colleagues. 
Nevertheless, like Horace's farmer, who plmlted trees he would 
not live to see bear fruit~ I had sponsored a ·n the prindple 
of which was to become law in Illinois the year I came to 
Washington. The circumstances which environed tbe enact
ment 'Of budget legislation in Illinois exist to-day in Wa~h
ington. 

• * * • * • ~ 
"The bill written by Prof. Willoughby, and which bears 

the name of Congressman Goon, is not a budget bitl. It does 
not create a budget system. It postpones the day when a true 
budget system may be established. It has the virtue that it 
<toes ,promise the future establishment of a budget, yet e"'en 
then not by law but by Executive ukase. 

"The Good bill .seeks to -establish a divided responsibility in 
:public finance, the vice of whieh far outweighs any virtue fuat 
the bill contains. It wt>uld create a budget bureau} so calle<\ in 
the office of the President. It substitutes this budget bureau 
for the Department of the Treasury as the place where til-e 
1inancial estimates of the several oth~· ilepartments .shall be 
assembled. The Good bill hus eonfers no powers or {luties on 
the budget bureau which are not already devolved by law upon 
the Treasury. It would make {)f the President a finance min
ister~ if by his authority and his attention to the labors of the 
budget bureau he should vitalize its activity. It would add th1s 
unbearable burden to the mo t o~erburdene<l political Execu
tive in the W<>rld. 

TOO MAXY C0l\13!ITTEI1S. 

"As far back as Col. Roose~lt's time, under the most ener
getic and vigorous Executive of our day, the annual cost of 
government amounted to one-tenth of what it will be during 
the next several years. Since that time not only has the cost of 
government tremendously multiplied but so also h11.ve the many 
responsibilities of the President. During Mr. Taft's .administra
tion it was indisputable that the business of the Executive Office 
was often in arrears, while during the present administration 
the business has been done because the President denied himself 
the privilege of ~ecing many persons who sought him upon the 
public business or political errands. 

" The taxpayer now suffe1·s because there are too many appro
priating committees in the Senate and the House of Representa
tives. It is painful to think that we may follow our accursed 
political practice of dividing responsibility a11d further mulct 
the taxpayer 'because academic budget writers shrink from 
vesting in the American Treasury powers comparable with those 
of a foreign minister of finance. If we adopt the principle 
embo<lied in the Good bill we shall not dignify-we shall be
little-the Secretaryship of the Treasury; we shall make it more 
difficult .instead of more easy to get big men to fill the place. 

" Even if the first director of the budget were to be a man of 
parts, we know from our experience with ·Government commis
sions and special bureaus that his successor would be a political 
hack or a professional theorist. But, worse than that, since the 
President would have no time to discharge the duties of a. 
finance ministe1·, the detailed administration of the budget 
bureau inevitably would fall into obseurity. Its ehief would not 
be a conspicuous member of the administration, and so responsi
ble fot' its :financial policy before Dongress and the bar of public 
opm10n. Like every other officer in the hist{)ry of the Gov
ernment whose pow-er to spend nwn~y ·exceeds his legal, m~ral, 
and political -authority, the '<lirector -of the budget would becom-e 
the prey 'Of e"ery searcher f'Or pork. 

St:DJECTIO~ TO 'TITE PRESIDE~T. 

"It is objected by certain -acudemie reformet·s that to vest in 
the Treasury true budget-making powers, to coordinate, to re
vise, and to reduce estimates, would exalt the Secretary of the 
Treasury at the e:A'I>ense of his Cabinet colleagues. That would 
depend upon the caliber of the Secretary of the Treasury 
and upon the caliber of hls colleagues. I recognize that it 
is difficult to adapt foreign budget systems to the American 
Constitution and the American practice. The foreign democra
cies whleh have developed modern systems of public iinance 
are subject to administration by a cabinet composed of members 
of the legislature and responsible to it. In .a sense the .finance 
minister is at one .and the same time secretary of the h·easury 
and ~man of the ways and means oommlttee. 

"Since the .finance minister Is a member of Parliament that 
s:rstern in a very real way is more immediately democratic 
than ours, but, on the other hand, I can not hold with Henry L. 
Stimson or Elihu Root that we should vest one independent 
Executive \'\ith the power to make and to submit to the legis
lature -estimates which th~ l-egislature can not dect'ease <>r 

increase in its own discretion, That would result in the com
plete subjection of the legislature to the President. He could 
dole out or Withhold uppropriations for camps .and cantonm"ntiJ 
harbor improvements, 't}uarn.ntine guards, ugrieultural experl~ 
men.t stations, etc., in exact nccurdance to the subservience or 
independence of :a Sen-ator or Congressman. 

"Mr, Taft punished certain Senators and Representatives f{)r 
insurgency by withdrawing their 'pah·onage' from them. It 
is now reported that this punishment has been visited upon a 
certain Democratic Senator. We do not want to make the 
budget a means of further emasculating Congress. We want to 
energize and make more efficient both branches 'Of oor Gov
ernment. Two years ago in Washington a venemble member 
of the British Parliament, who shall be nameless, saicl of om 
National Legislature that 'it was no parliament, or even a 
congress such ns the framers of the Oom;titution conoompln.ted, 
but a Ina'e Prussian Diet, in whictl were regi-stered the projects 
of law drafted by mediocre .ministers responsib!.e to an elected 
autocmt.' Toot '\Vas pretty teJ:rible fl.·om a frienrllv critie 
;vho e parliamentary experience has been contem'Poraneous 

with two gen~r·ations of men. • 
•• We dare not Rdopt the uudget scheme put forward by .eertnin 

university professors and which the New York -rotet·s over
whelmingly rejected. 

St;MMARY O'F PROPOSED LAW. 

•• The Senate bill which I shall introduce, although it bears 
my name, is certainly not the handiwork of any one man. Two 
skilled draftsmen are chiefly responSlble for its actual text. 
The Yiews 'Of the strongest congressional authority, ex-Con
gressman Fitzgerald~ and of Secreta.ry Glas are largely em
bodied in its tel'IIls. In part it is the fruit of our experience 
in Illinois; and. finally~ in so far as {)Ur American Constitution 
permits, it follows tbe budget :patterns of other countries. 
Without taxing the reader with the details or the bill, I venture 
to summarize its most important elements. 

"'First, it Tequires of the Secretai·y of tbe Treasury that he 
shall submit to the President for recommendation to Congress 
a coordinated and revised budget of estimates of public ex
penditure~ together with .any appropriate recommendations for 
the increase o1· the diminution of the public revenues, so that 
they may conform to the estimates of ~penditure. The bill 
provides a budget bm·eau under a director responsibJe to the 
Secretary of the 'Treasury. It provides that this bur.eau, 
thTough the subordinates of the director, shall keep in touch 
with the b1ldget or estimating officer in each of the departments. 
Here we shall check -at once the current practice under which 
department suboTdinates seek appropriations for Government 
services which actually drrplicate .and compete with one another. 
If the department budget officer and the director of the budget 
can not agree, the Secretary or other chief of department may 
join the issue directly with fhe Secretary of the Trea ury and 
:finally can exercise the right of appeal to the President hi~self. 

~·This machinery is not created by the bill in fulfillment of 
any academic theory. Unlike some peoples less practical in self
government, we Americans p1·eter to embody in our public ad
ministration the Tesults of experience l'ather than experimental 
theory. Where we ha\"e been guided either by theory or by 
experience too little tried we have suffered. That has been true 
in every branch of om· Government, and :more particularl.v in 
the municipal nnd State governments. which ha\e manifest~'\ 
far greater abuses of corruption arid waste than the Federal 
Government at Washington. The bill contemplates that the 
members of ilie Cabinet undel' the President shall have a col-
1ecti\e political and financial policy. It is sheer nonsen e to 
imagine that a budget can be a nolTpartisan or nonpolitical 
instrument. There are no nonpartisan President ; there have 
been none in our time nor n.re there likely to be any. There 
is no .reader of these lines who has not lived long enough to 
remember the appalling degeneration of important administra
tive tribunals, because, under politieal influence, first-rate men 
have gi\en way to cranks or political lame ducks. 

PROVISIOX FOR REVISIOX. 

"The estimates submitted to Congress must include not {)nly 
sums for the routine administration of government but for the 
development of certain policies to which the President has been 
committed by his party platform. Under the Senate bill to be 
introduced the President and his advisers must determine 
how much or how little they wm expend in the aggregate, 
and how much they will n.Uot to E~ch .of the branches of the 
administration. That having been done, after preliminary 
conference and discussion in tile Cabinet, it remains to carry 
out this financial and p{)litical program. It must not be pre
sumed that it will not require revision. The first estimates 
upon which the President and his Cabinet have agreed will 
require amendment before th y are sent oo Congres . The 
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Secretary of Agriculture, let us say, will be pressed by his 
subordinates in certain bureaus for larger sums than he 
originally purposed tQ give them. If his department, let us 
say, is carrying out a great agriculturlll policy to increase farm 
production or to hold the- youngsters on the farm through 
improvement in rural living the elaboration of the program 
may demand much more than he originally estimated. 

" The director of the budget and· the Secretary of Agriculture 
may not agree-; the Secretary of Agriculture may not be able 
to agree with the Secretary of the Treasury. Then an appeal 
must be taken to the President, who, in conference with his 
Cabinet, will determine whether the administration wishes- (a) 
to increase the sum intended to be asked of Congress, (b) to 
curtail the great agricultural program, or (c) to curtail expendi
ture by other departments in order to make pO!)Sible the devel
opment of agriculture and. rural life contemplated by the 
political convention and. the administration. Thus the admin
istration collectively and the President personally will be re
sponsible to the country for the aggregate sum: to be- asked of 
Congress,, and so for the total sum of taxation to be imposed 
UIJOn the people. 

"n will be for the Members of Congress, individually and col
lectively, whether as- partisans of the administration or as 
Membens of the Rouse of Representatives or the Senate, to 
deaide (a) if they wish to appTopriate more than the- adminis· 
tration wants, and so. add to the burden of the taxpayer; (b) if 
they care to appTopriate less. than the administration asks and 
diminish the public. ser.vices in the. interest of economy; or (.c.) 
accept in. substance, if not in detail, the estimates recommended 
by the President. 

PLAC~G RESPONSUULITY. 

"Wliat ha:ve we done? We have made each. bra:neh of the 
Government publicly, definitely, :md inescai.Jably responsible, the 
one for the estimates of expenditure and taxation recommended 
and the other for the appropl'iation& granted and taxes levied. 
Of course, I would not stop there. I would reduce the appro
priating committees from.14 in the House and 14 in the Senate 
to 1 in. each Chamber,, and I would amend the rules· to defer 
consideration. of. Dri'vate appropriation bills. 'Ve ought to 
reform. not only tlie method of assembling and revising the esti
mates at the western end of Pennsylvania Avenue out at the 
eastern. end, on Ca:rntol Hill, we o.ug}lt to reform. the disinte
grate committee system under whicl:r.appropriation birrs are now 
considered without relation to one anotfier. 

"The reader who has studied the. budget problem doubtless 
will complain that I have not developed a pian for. an. inde
pendent audit of expenditure. There are perhaDS twoscore 
statutes bearing upon Government accotmting and auditing, and~ 
although I lean very strongly to the view that we ought to 
create the office of. an independent and powerful Auditor and 
Cbntroller G€neral, who shall nave intimate relations to a no 
less important joint committee on audit and expenditure; (in 
place of the atrophied little committees on e~enditure which 
now exist in both houses), I no less strongly incline to the 
opinion that Congress should undertake or should authorize the 
codification of the existing statutes before it creates the office 
of Auditor General. · _ 

"Looking back over 35 ye_ars, and rooking. Backi again to the 
:neriod when, under Hamilton, we had a true oudget system 
and Hamilton himself was. a great minister of finance, the stu
dent of governmental expenditure ih America will conclude 
that the Senate committee for the consideration of a budget 
ought to do not a hurried and incomplete job but a thorough 
one. We owe our {1resent distressing condition partly to the 
reJ;leal of: that first statute under wliich Hamilton dir.ect.ed the 
financial {Jolley ot- this Government and partly to tlie vicious 
HUrt vindictive action of the Democratic majority ih visiting 
its resentment on 1\fr. Randall in 1885. 

"I have not yet learned why the first budget raw was re
pealed, but I do know that since 1870 CongJ:ess has been tryino
to cure the disor.deJ: in our methods of preparing estimate; 
The remedies have ueen timid, homeoi.Jatllic, and prescribed 
without adequate diagnosis. Tlie condition o:f the t:a.x{1ayer 
nnd of the Treasury in :r very· renl sense is: graver tl:lan it has 
been since the Civil War. We. have the information, the eXI.Je
rience, and the occasion:. for applying. drastic remedfes as did" 
Hamilton. Let us do nothing less." 

AMENDJUEN.T OF FEDER..ll. RESERV'E AC~COl\";FEREL CE REPORT. 

The VICE PRESIDENT. The morning business. is alosed. 
Jllr. McLEAN. I. move that the Senate proceed' to the con-

sideration of the conference report on the disagreeing votes of 
tile two Houses on the amendments of the House to Senate 
bill 2472. 

'J'he motion. was agreed to; and the Senate pro.ceeded to eon
sider the: report of the- committee C1f aenference- on thes disagree-

irrg votes of the two Houses on the bill ( S. 2.!72) to amend the act 
am)roved December 23, 1913, known as the Federal rese.r\e aet. 

The VICE PRESIDENT. The· question is on agreeing to the 
conference report. 

Mr. JOHNSON of South Dakot:r. Mr. President, on the 2u 
of December I offered a resolution asking_ for information with 
regard to the profits of the coal operators. On the 11th of De
cember I offered an additional resolution touching the- same 
matter. On December 6 the Senator fr.om Georgia [1\Ir. HAR
RIS] submitted a resolution covering the same subJect. It 
will be satisfactory to me to have the resolution of the Senator 
from Georgia substituted for both the resolutions which I haYe 
offered; and, if that may be done, I ask the Senator from 
Georgia if it would be satisfactory to him to haYe his resolu
tion now considered? 

Mr. HARRIS. I desiJ.'e to state that I should like to have 
the resolution now considered, and I offer the resolution sub
mitted by me as a substitute for the resolutio_ns. of the Senator 
from South Dakota. 

The VICE PRESIDENT. The conference renort is- before 
the Senate on a vote of the Senate to proceed with its consid
eration. The question is on. agreeing to the conference report. 

lli. GRDNNA. Mr. President, may L ask if the conference 
report has been. read? 

Tlie VICE PRESIDENT. It has been read and has been 
printed in the RECORD. 

Mr. GRONNA. Mr. President, I happened to be absent at 
the convening. of this session of. Congress. I am Yery sorry 
that I should have been the cause of any delay in. the I.Jassage 
ot the bill embodied in. the conference report. L appreciate \ery 
greatly- the. courtesy which has. treen extended to me by mv 
fellow Senators in the postponement of. its consideration until 
my return. 

I think, however, that there has been considerable misap
prehension as- to my attitude with- reference t<r the entire bill. 
I thfnk it must be conceded by everyone that when this bill 
was introduc-eu in the Senate and referred to th.e Committee on 
BUnking- and' Currency it was not given sufficient Qonsidei:ation. 
I have before me the hearings on Senate bill No. 2472, which 
heaDings: consist of 28 pages, a_· large portion of which is taken 
up by the printing of a letter from the chairman of the Federal 
Reserve Boru:IL 

The only members-of the Committee on Bankirrg ami Currency 
who participated in the discnssion, so fru: as ia- disclosed by 
the printed hearings, were the Senator from New Jersey 
[Mr. EnoEl and the Senator from 0klahoma [Mr. OWEN], the 
Senator from. Oklahoma being the principal participant. 

The bill as inti:oduced and as. reported from the Committee 
on Bn..nkihg and Currency was not o.nly a crude bill ot pro
posed leglslatimL bufr it was an exceedingly dangerous- on~ as 
I think even the• friends of the bill will now admit. It may be; 
l\!r. President, that since the recent World War human. nature 
has been chan~;· it may be that those- who· in times l)ast ancl 
just before the wan devoted all of their energies and all of 
their time to the making of millions of dollars have now 
changed, and that their only e:tfurt and desire- in the future 
wilL be to look after the welfaue:- of the people of the devastated 
countries of Europe and of the people of America. If that is 
the case, then. it was safe to pas& the Edge bill as it was 
reported from the Committee on Banking and Currency; but 
if that is not truer it was nothing but a u blue-sky " proposition; 
it was a proposal giving men who are engaged in hi~ finance 
an OI.Jp:ortunity to fasten their hands upon the· throats o:fi the 
people of Europe and America and to control them for all_ time; 
to give them control of not only· the finan<!e of the country uut 
also of the politics of this country and of all the world. 

Mr. President, I trust that no Senator will for a moment 
contend that this is an exchange bilL That question is merely 
incidental. I t:r:ust that not even a backwoods financier will 
have. the audacity to say that the bill is a bill to ne.,o-ulate 
foreign exchange. 
Mr~ McCORMI£K. Mr. President, what is the object of. the 

bill? L apprehend the Senator from North Dakota ma1" throw 
a little light on the subject, and I should like to hear him. 

Mr: GRONNA. It is customary when a; question of that 
so:ut is. asked to say "1l will <wme to that 3i little later on." 
I. will say, however, to the Senator from lllinois, in all earnest
ness, that, as I understand the- bill,. it i& to permit the organiza
tion of corporations with a capital of not less than $2,000,000 
to deal in securities ; to issue debentures, based, of course, 
upon the securities. pur.chased ; to issue- bonds- and noteS' with 
or without the indorsement or guaranty- ot those. ·who are 
running the proposed institutions. 

Or course it is the. intention. to· sell these deb.entures: and 
hands to the public at, I presume, a small rate of interest; 
but with. the German. mm:k. at: a value o:fi less than 2. cents 
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n.nd the pound sterling at $3.72i, we can easily see the pic
ture upon the screen and the possibilities for individuals in
terested in the corporations authorized by the bill to make their 
millions at the expense of the public. 

In no way will the public share in the huge profits which 
these people will reap from the transactions in which the cor
porations will engage. .All ihe public possibly can get will be 
a reimbursement for the amount paid for the stocks or the bonds 
which they acquire plus a small rate of interest; and I am afraid 
they will not get that, because these patriots refuse to sub
scribe to a provision imposing a double liability. The Congress 
of the United States has never passed a law authorizing the 
creation of banking institutions of this character which did not 
provide for a double liability. 

Of course, Senators will say that wE:: are . told by the Federal 
Reserve Board that such a requirement can not be primarily 
essential, because banking institutions will own stock in these 
corporations. That will be the answer of the friends of the 
measure. It is unnecessary because something that is dead, 
something that has no life, is holding the stock of these cor
porations. 

Mr. President, why should we not provide for a double lia
bility in view of the fact that the corporations to. be creat~d 
under this bill are to be permitted to receive deposits? While 
it is true that they can only receive deposits of an international 
character and such deposits as are incident to the international 
transactions in which the institutions engage, we must admit 
that such deposits will be in the largest of volume, for millions 
upon millions of dollars will be received by these institutions as 
depo~its. Not only that, but they are to be permitteq, as I have 
said, to issue debentures and to sell them to the public without 
their indorsement or guaranty. 

Mr. McCORMICK. Mr. President-
Mr. GRONNA. I yield to the Senator. 
Mr. McCORMICK. I should like to ask the Senator a ques

tion to ascertain if my memory is at fault. As I recall, the 
Senate by an amendment adopted on the floor provided for a 
double liability in the case of the institutions proposed to be 
created by the bill. 

Mr. GRONNA. That is true; there was such a provision 
adopted. 

Mr. McCORMICK. Was that struck out in conference? 
Mr. GRONNA. That was struck out in conference. 
Mr. McCORl\llCK. What explanation have the conferees to 

offer to justify that action? 
1\!r. GRONNA. The chairman of the committee is present and 

can explain that matter to the Senator, I have no doubt. 
Mr. McLEAN. Mr. President, I have already explained to 

the Senate a number of times the reasons for the action of the 
conferees. As, however, the Senator from Illinois was prob
ably not present, I shall be glad very briefly to state those rea
sons once more. 

The primary reason which ordinarily justifies the imposition 
of a double liability does not apply to the institutions proposed 
to be created by this bill, for they are not banks of deposit in 
the ordinary sense of the word, in that they receive no cash de
mand deposits. They will deal in either long or short time paper. 

Another reason is the fact that many similar institutions 
orO'anized under State laws are now in full operation, but to 
no~e of tl)em does the double liability apply. 

For instance, the State of New York by statute requires 
double liability of the commercial banks receiving demand de
posits but does not require it of these finance institutions. 
Now, ~nless these corporations are permitted to compete on an 
equality with the other institutions that are already organized, 
of course this law will become inoperative; and if it were pos
sible that I could have my way I would not only charter these 
corporations without the double liability but I would compel all 
existing institutions doing a similar business t(' come under 
Federal supervision, where they would be under the control and 
regulation of the Federal board and subjected to examination. 

There are other reasons why the double liability should not 
apply, but it seems to me that I have stated substantially those 
which impelled your committee to reach the decision which it 
did reach. The matter was very carefully considered. I will 
ay to the Senate that the double liability was not urged in the 

House and in the committee of conference I, representing the 
majority of the Senate, did the best I could to convince the 
committee that double liability might be feasible and in ac
cordance with the wishes of the Senate. My vote was the only 
one in Its favor. The Senator from Oklahoma [l\1r. OWEN], 
who as Senators know, was chairman of the committee for a 
long time, and who consented to and, I think, voted for the 
double liability in the Senate, changed his mind as a member 
of the committee of conference, and felt that under the circum
stances there was no reason for imposing this burden. 

Another reason comes to me which was suggested. As you 
know, the national banks are permitted to invest a certain per
centage of their stock, 10 per cent of their capital and smplus, 
in these institutions. That at once creates a contingent liabil
ity on the part of these national banks. 

It is impossible to estimate it in their returns unless it is 
put in at its full amount, and this might unfairly impair their 
capital; and my information is that if it is insisted upon the 
national banks will be advised by their counsel not to invest in 
these corporations. 

It seems to me it is very important that something should be 
done. I do not agree with the Senator from North Dakota 
that the bill bas been greatly improved by the amendments. 
They &re very restrictive. They limit to an unreasonable ex
tent, it seems to me, the operation of these corporations. I 
would in some respects have preferred the bill as it was origi
nally reported by the committee, leaving regulation more fully 
to the Federal Reserve Board. I think this would have been 
as effective and the banks would have accomplished more; but 
I stood alone in that regard. It is the policy of foreign nations 
to leave the management and control of their banking institutions 
very largely to an administrative body, because it is difficult 
for the legislative body to go into details, and if they attempt 
it their restrictions are apt to be unwise and harmful; but I 
stood alone in this regard, and the House amendment has 
largely eliminated, I think, all the objections that were raised. 

The Senator says it will not benefit the exchange. I disagree 
with him entirely. Of course any long-time investment or credit 
that is extended to European countries and producers must 
benefit the exchange, for their liquid assets are exhausted, and 
unless they can get one or two or three years' credit they can 
not continue to purchase goods of us any longer. They can 
not afford to pay the premium on gold and buy our products, 
and it will result in chaos unless something is done to assist 
the return of the exchanges to a normal level. This bill to a 
certain extent, in my opinion, will do that. 

I have about finished. I do not care to make any reply to 
the Senator's argument. Time is very important, and with the 
Senator's permission I will say what I have to say now. 

It is vital that something should be done and at once. We are 
told that the remedy lies in production ; that production alone 
will ultimately enable European countries to redeem their paper 
money. That is true; but men and women will not produce 
unless their confidence in their institutions is maintained in 
some way. Confidence bas coined more money for the world 
than all her mints; and unless something is done to help our 
associates in the late war maintain their confidence in their 
political and industrial future, the worst that can be antici
pated will happen; and if we were to put ourselves in their 
position and be compelled to bear the burdens which they must 
bear I can see that we would feel that this was the least that 
ought to be done to assist in the premises. 

There is another thing, 1\!r. President, that I will mention 
while I am on my feet. 

We all know tbn t for rears London has been the clearing house 
for the foreign exchanges of the world. They have taken toll 
going and coming upon all our exports and imports, and it ba~ 
amounted to hundreds of millions of dollars. It does seem to 
me that now that we have the money we ought to have the cour
age to permit our capitalists to finance our exporters and im
porters ; and for this reason I think we ought to enact some 
wise, safe legislation whereby our banks or our capitalists can 
handle these foreign exchanges. 

l\Ir. GRONNA. Mr. President, may I ask the Senator if the 
State institutions to which 11e referred receive deposits? I mean 
those that have already been set up, the international institu
tions to which the Senator referred. Do they receive deposits? 

Mr. McLEAN. I suppose they receive long or short time 
deposits. They are not permitted to receive cash deposits, 
demand deposits, as I understand. 

Mr. GRONNA. May I ask the Senator if these same institu
tions are authorized to issue debentures or bonds? 

Mr. McLEAN. Their powers are infinitely broader than th\!. 
powers granted under this charter. They can easily get State 
charters which permit them to do anything under the sun, and 
that is why I said that if it were possible, and I could have my 
way, I would compel the 9 or 10 institutions already organized 
to come in under this Federal law, where they would ·be super
vised and examined. 

:Mr. GRONNA. Of course that would be a State charter, 
would it not? 

1\Ir. McLEAN. It would be a State charter . 
.Mr. GRONNA. I want to thank the chairman for his ex

planation of the bill. It seems to .JDe, though, that the Senator 
is somewhat mistaken in making the statement that we ought 
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to have these institutions in order to establish confidence. It 
seems to me that it would establish more confidence if we 
would compel these institutions to organize in such a way that 
they would be absolutely safe, and a double liability could not 
detract anything from the soundness of· an institution of this 
kind. It certainly could not injure the institution tO be com-
pelled to subscribe to a double liability. 

1 l\fr. President, I do not intend to delay unduly the proceedirigs 
of the Senate in discussing this bilL I want to say that I had 
something to do with the amendments which were inserted in 
this bill not only in the Senate but I was consulted on the other 
side; and while the Senator from Connecticut disagrees with 
me as to whether the bill has been improved, I believe I can 
safely say that unless these· amendments had been made, some 
dozen or fifteen of them in the Senate, and a great many more . 
in the House, this bill could not have passed; it would not have 
become a law. 

I repeat what I said, that this bill can not possibly regulate 
the exchange, and I am going to read from higher authorities 
than myself on that subject. 

I want to read from yesterday morning's Washington Post, 
from a man whom I consider, and wllom I presume the Senator 
will consider, an authority. It is under the heading: 

BRITISH BLAME EXCHANGE RATES ON STATl!l LOANS. 

LONDON, December 1~. 
The report of the committee on postwar currency and foreign ex

change has issued a white paper recommending certain measures for the 
economic restoration of the nation. 

·• Increased production, cessation of Government borrowing, and de
creased expenditure both by the Government and individual members 
of the nation are the first essentials of recovery," the. report says. 

The restoration of prewar methods of currency and control of the 
credit system are urged in order to reestablish a . free gold market at 
Loudon soon. The weakness in exchanges is regarded as due not only 
to trade conditions, but to the expanded state of credit. Preference 
should be given to export business with those countries able to tender 
pa:rment in the ordinary course o~ trade, according to the committee. 

I want to show, a little later on, that Great Britain has estab
lished her trade with some or the neutrals; that she has vastly 
increased her exports to these countries ; and that the discount is 
very small in some of the countries. I remember distinctly that 
in one of the countries-Norway-the pound sterling is at par. 

I also want to read an. Associated Press article printed in this 
same paper, the Washington Post, of December 14, under the 
beading: 
A.LLI..I'llt 0ll'F GOLD BASIS-DEPRECIATED CURRENCY FACTOR IN EUROI'JilAN 

EXCHANGE R.ATlllS-TRADl!l BALANCE DISTURBED--NO RETURN TO PAR· 
ITY LIKELY, SAYS JAMES s. AL1ilXAli,.DER, UNTIL GOLD STANDARD IS 
RESTORED AND EXPORTS BliiCOl!IE EQUAL TO lMPORTS-BANK!lR 
ANALYZES PRESENT CONDITIONS. 

[By the Associated Press.] 
NEW YORK, December 13~ 

Restoration of an approximate equilibrium of imports- anli exports
between the United States and Europe and a retnrn of Euroeean cur
rencies to a gold basis are neede.d beto.re foreign exchangi!.S will return 
to a normal basis, according to.- James S . .Alexander, president of the 
National Bank of Commerce and an authority on foreign trade.- -

Mr. Alexander, officer and director ot many important banking insti
tutions, who s-erved as chainna.n. of the committee on credit and finance 
at the international trade conference at Atlantic City and is chairman 
of the executive committee of the national committee on European 
finance, was asked to-day by the Associated Press to reduce to plain 
terms the highly complicated international business problem presented 
by the present condition of foreign exchange. 

Rl!IFLECTS TRADE CONDITIONS. 
He prepared a statement in which he ex.Plained that foreign exchange 

is. a commodity, and the present demoralized depreciation in rates for 
sterling- and other European exchanges is a normal expression of the 
law of supply and demand. The statement follows: 

1\fr. EDGE. Will the Senator suffer a question? 
1\fr. GRONNA. Not at tile present time; before I get through 

with this article. 
1\Ir. EDGE. I dW. not intend to divert the Senator from the 

article. 
1\fr. GRbNNA. I wiH be glad to yield when I have finished 

the article: 
Depreciation of the foreign exchanges is primarily only a reflection of 

deeper problems in relation of exports and imports between America 
and Europe. The problem may be simply stated as follows: 

When exporte1·s sell to foreign buyers they draw checks, drafts. etc, 
vn those foreign consignees or their ba.nlrs for the amounts due. These 
bills are drawn in foreign money, preponderantly pounds sterling-that 
is, on houses in London, long the world's international clearing house. 
Americans drawing these bills sell them in the foreign (>Xchange market 
for what they will bring, which under normal conditions fluctuates 
within narrow limits of face value. The total volume of such checks 
and drafts coming into the foreign exchange market constitutes. the 
supply of foreign e.'!change in existence at that time. The foreign 
E>:xchange market consists of foreign exchange houses whose function is 
to buy exchange, say, in New York, on London, and send it there for 
collection or the establishment of balances. 

BUYING SHOULD OFFSET SE LLn-IG. 
Ordinarily, at the same time, Americans are selling goods to foreigners, 

foreigners are sellings goods to Americans who therefore have remit- · 
tances to make abroad. They therefore buy from the foreign exch.ange 
dealers drafts or checks against the balances those dealers have estab
lished abroad through the purchase of foreign exchange. Thus while 

American exporters sell foreign exchange, American importers buy foreign 
exchange. The one creates the supply; the other creates the demand. 

Normally this supply ancl demand were about equal, because the total 
volume of goods and services sold to Europe about equaled the total 
volume of goods and semces bought from Europe. In prewa1: times 
the dlfl'erence in the two volumes fluctuated between narrow limits and 
the excess one way or the other was settled by shipments of gold. 

The foregoing states in general terms what normally took 11lace in 
the foreign exchange market, ignoring many technical details, which, 
however, do not alter the main thought. 

SITUATIO~ CHA~GED BY WAR. 

The W:ll', howeyer, has materially changed the situa tion. In the first 
place, while there have been huge increases in our exports to Europe, 
there have been great decreases in our imports from Europe. There haR 
therefore come into the foreign exchange market a greater volume of 
checks and drafts on Europe than European drafts on America, 
resulting in a far greater supply of foreign exchange in this market 
than there is a .demand for on the part of Americans haying remittances 
to make abroad. As always happens in the case of any commodity 
when supply exceeds demand, prices of the foreign exchange fell. T~e 
depreciation of foreign exchange in this market, therefore, is merely a 
normal expression of the Ia w ot supply and demand. 

The question as to what will correct the situation can be answered on 
general principles without any attempt to prophesy. Foreign ex
change can not come back to parity until the restoration of the gold 
standard in Europe corrects Ute depreciation of European currencl<'s 
and until the restoration of approximate equilibrium between our exports 
and our imports in respect to Europe again makes the demand for 
foreign exchange appronmate the supply. 

lUr. President, this comes from one of the leading financiers 
of the country, and I am sure, at least I have reason to believe, 
that my distinguished friend from New Jersey [Mr. EDGE] will 
agree with the statement of 1\Ir. Alexander. I now yield to 
the Senator, if he wants to interrupt me. 

1\Ir. EDGE. I do not want to delay the Senator at alL I 
simply wanted to ask the Senator if he knew that at the con
vention to which he refers, where Mr. Alexander delivered that 
address, and was chairman of the committee, as stated in the 
article, the convention unanimously indorsed this bill, and sent 
such a memorandum to the Members of Congress 'l 

Mr. GRONNA. I do not doubt that. 1\Ir. President. I be
lieve what the Senator has stated is true. We all know 
how easy it is to pass resolutions at such meetings. I have 
attended farmers' meetings at times, and all we have to do is 
to put at the head of the resolution "Resolved, That some
thing should be done to benefit the farmer.n We all know 
how easy it is to get a resolution of that sort passed. I pre
sume the same is true with bankers, conventions. 

1\Ir. FLETCHER. Mr. President; may I suggest to the Sena
tor that while- agreeing mainly with the article which he has 

· read, and I do ; I think it is very sound, and I am glad the 
Senator read it into the REcoRD; does not the Senator believe 
that this measure will afford temporary relief? I am not sat
isfied that it is going to be a permanent cure and remedy for 
the situation, but for the present, temporarily, is it not a goo<l 
thing to help tide us over to tlie time when.. our exports and 
imports will be practically at an equilibrium? We must ha\e 
trade, undoubtedly. We can not have trade unless we cure 
this trouble- about the cost of exchange. We can not sell our 
goods, we can not export, because we can. not have buyers. I c; 
it not a good idea to bring about the equllibr~ between ex
ports and imports by affording a facility whereby we can. start 
our exports moving? And is it not- an excellent plan, as a tem
porary measure, for- that purpos~ bringing about the very con-

. dition which the Senator admits m·ust be brought about in 
order that we may have a permanent and proper arrangement? 

1\fr. GRO:NNA. I do not disagree with. the Senator from 
Florida. I am simply trying, in as brief a time as posslble, to 
carr attention to what exchange is, and I believe that it is im
possible to legislate so as to affuet that problem~ I belie-ve 
it is absolutely impossible for this Government to say what 
the rate of exchange shall be; and there has been a great mis
conception as to what Congress can do or can not do. I do 
not believe that any Senator will seriously contend that we can 
say, by law, what the rate of exchange shall be. There are 
conditions, as the Senator from Utah [Mr. SMooT] kp.ows, 
which enter into that problem. 

1\fr. SMOOT. Mr. President--
The VICE PRESIDENT. Does the Senator from North Da

kota yield to the Senator from Utah? 
lli. GRONNA. Certainly. • 
1\Ir. SMOOT. About the only way, Mr. President, that ex

change will be brought to par in any country in the world is to 
have their exportations at least equal to their importations. If 
the exportations exceed the importations, of course the cm·
rency of the country will immediately go to par; but if their 
exportations are less than their importations there is only one 
way to make up the difference, and that is to get a loan from 
some other country, or be in a position to borrow the gold that 
will make u.p the difference in some other way. Unless it is 
made· up, and that Is equalized, of course whatever moneys 9f. 
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the country may be circulated will fall below par; anu that is 
the condition we find Europe in to-day. Why is the mark, a 
24-cent mark in Germany, down to 1! cents to-day? Because 
all the countries of the world recognize that Germany can not 
redeem that paper money. It is an absolute impossibility for 
them to do it and I have not any doubt, Mr. President, that 
the German people themselves believe that the time will soon 
arrive when there will be another issue of money entirely differ
ent from that which is being issued to-day and has been issueu 
in the past, and the paper in circulation in a:rmany will be 
worth simply what the paper is worth and nothrng more. The 
Americans who have been speculating in the purchasing of Ger
man marks, I feel sure right now will not only not make any
thing upon their purchases but they will lose all they have put 
into the speculation. . 

Mr. GRONNA. I agree with what the Senator fron;t Utah 
has said, and with reference to his last statement regardmg the 
value of marks and the impossibility of making any profit, I 
will say to the Senate that my reasons for insisting on a double 
liability are to protect the innocent bondholders, the men of 
this country who will be holding these securities. . . 

I have no more responsibility with reference to this legisla
tion than has any other Senator. But instead of discussing this 
as a purely exchange bill, we ought to know what it . is. I 
have no objection to legislation helpful to the people of Europe, 
but this is a bill to set up organizations for the purpose of buy
ing securities which may practically be worthless in the. Euro
pean countries and to stimulate their business. But while you 
are stimulating the production of Europe you can not ~t the 
same fime, with the same money, stimulate the productiOn. of 
the products of your own country. I am only finding fault with 
some of the statements that have been made by those who seem 
to claim to be the friends of this measure as to what this bill 
will do. You are complaining because of the high cost of living. 
You are proposing by this measure to raise mone! to. loan to Eng
land, to France, to Belgium-and I have no obJectio~ to that
and to Germany and to Austria for the purpose of buyrng Ameri
can products. The result will be that prices will go still higher 
to the consumer. 

You must stimulate the industries of this country and produce 
more, you must increase production of the natural products. of 
this country if you are going to benefit the consumers, which 
11as been claimed as the result of this legislation by the friend,s 
of the measure. 'Ve all know that Europe had a balance of 
trade against her for 10 months of more than $3,000,000,000. I 
have before me here the report of the Department of Commerce, 
which I ask to have inserted in the RECORD, because I do not 
wish to take the time of the Senate to go into detail, which will 
show absolutely that Europe has a balance of trade against her 
from America of more than $3,000,000,000. Every dollar of that 
has gone to Great Britain. What happens? Here are two men 
in New York A and B. A is an importer and B is an ex
porter. The 'exporter, l\lr. B, has hundreds of millions due 
him from London. It is impossible for A to get any exchange 
from London, because the imports into London are so much 
greater than her exports that she has no paper on New York. 

People wonder why the pound sterling has gone d')Wn from 
$4.866. It seems to me that any man ought to understand it. 
'Vith hundreds of millions of this paper outstanding against the 
banking institutions of London and no gold for export and no 
(Told to sell and yet you wonder why it has been reduced almost 
2o per cent-19.4 is about the discount. There is nothing tech
nical about it. It is a proposition so simple that every man 
ought to understand it. The only trouble is that some of the 
patriots up in Wall Street ahvays are trying to becloud the issue 
when anything of importance is going on, but Americans are 
willing to discuss these matters in a frank manner. 

Mr. President, I am going to ask to have inserted in the 
RECORD an article written by Samuel S. Dale, a citizen of 
Boston, a very distinguished citizen, editor of Textiles, I be
lieve. While I am not going to take the time of the Senate to 
l.'E'ad the {'ntire article, I do wish to read the last paragraph. 
The article is entitled "Protection or free trade." I can just 
see before me now the mild protectionist from New England 
and how he will come to Congress in the near future an<l ask 
for protection. · It is possible tllat the men who are so deter
min·ed to have tlleir own way in financial affairs will find mild 
protectionists. If the cost of living can in no other way be 
reduced to the people of the United States it is possible, sir, 
tllat we will haYe to resort to that method. It is a peculiar 
thing. Everything in the world seems to moye in numbers of 
three. There is a trinity about nearly everything. 'Ve had tile 
treaty and the league of nations, we have this bill, and we have 
the tariff question, and they are all involved in the same issue. 

.Although I do not have the privilege of knowing l\Ir. Dale 
.persona.IJ.y, I understand he is an authority on the tariff; that 

his knowledge has been sought by congressional committees; that 
be has on many occasions appeared here to give information to 
committees when tariff bills have been framed. I want to rea<l 
just the last paragraph from l\fr. Dale's article, which lie sent 
to.me and said I might use in any way that I saw fit. He says : 

There is to be no regulation of exports. 

That, Mr. President, is a very important matter. The farmer 
o'f the West was satisfied when an embargo was placed upon 
his products. The farmers all throughout the country ilid not 
come here in large delegations asking that that embargo be 
lifted. They knew as well as we knew who had looked into the 
matter that they were losing on an average of a dollar a bu ~hel 
on their grain. They knew it, but they were willing to sacrifice 
in the interest of the consuming public, and up until the 15th 
day of this month, or yesterday, the embargo has been retained 
on their principal crops, to their detriment and to their loss, but 
in the interest of the public. If the manufacturer and the 
dealers had been as patriotic as were the producers in disposing 
of their product the situation would be different to-day. 

From the standpoint of the producer if the bill would do what 
the Senator from New Jersey [l\1r. EDGE] and the Senator from 
Connecticut [l\1r. McLEAN] say it will do, I would be for it. If I 
were as selfish as some of the Wall Sb·eet journals say I am
possibly they are telling the truth, but I consider it a certificate 
of honor that they are devoting columns to me, and the only 
argument that they have for the Edge bill is that I am selfish. 

I do not wish to take the time to read any of those articles as I 
do not ca·re, and the public cares very little for what the 'YaH 
Street journals say or do with reference to legislation, financial 
or any other legislation. The men who carried the treaty in 
their pockets for months ate the -very same men who are trying 
to tell us what bills we shall pass, financial bi1ls and other bills. 

l\Ir. Dale said : 
There is to be no regulation of exports. The American products taken 

from American consumers will be used not only to supply the real 
necessities of suffering peOples in distant countries but to gratify the 
vanity and feed the extravagance of foreigners who are no.t suffering. 
while foreign governments, relieved of the burden of providmg for the 
needs of their nationals, will be able to turn their resources to the sup
port of armies and navies for world conqu!'st and dominion, directed 
perchance against the United States itself. This plan is not only in the 
minds of schemers, it is · so far advanced that the Edge bill authorizing 
United States charters to banking corporations for financing it, has 
already been passed by both House and Senate and may be a law before 
these words are printed. 

This banking scheme to lend American money to foreigners should b~ 
cast with free trade and the league of nations into the everlasting discard. 

l\lr. President, I do not say that I am for free trade. I never 
was in favor of free trade. I do not say that I am against a 
league of nations, but I do say that I am against any league and 
against any entanglement which will prevent the Am~ri~an 
people doing business in their own way and from contmumg 
their traditional policy as laid down b.y the fathers. I am op
posed to any such scheme as that. 

I find in a little booklet under the title, "Business Conditions," 
issued by the American Eagle Fire Insurance Qo., a statement 
from a Mr. Paull\1. 'Varburg, which I am going to ask to have 
printed in full. 

The VICE PRESIDENT. Without objection, permission is 
granted. 

l\lr. GRONNA. I am going to quote just one paragraph from 
1\.lr. Warburg. I am not reading literature from radicals or 
from socialists or from people of that sort. I am reading from 
the time's soundest financiers and any man who will read the 
articles which I shall insert in the RECORD will agree that I 
am sound in the policy which I have advocated with reference 
to the bill. I have been instrumental in improving it, anu I am 
aware that it is not possible to defeat the bill, but I am going 
to ha\e the RECORD show my position. 

Says l\1r. Warburg: · 
Everybody knows that in order to prevent a further risinl? of prices 

it is necessary that production be increased and consumptiOn be de
creased. The necessity of such a course has be!'n forcefully urged by 
many· it is conceded by all and practiced by nobody. In Em·ope nnd 
in the' Dnited States there never was a greater recklessne ·s ia spending 
money than there has been prevailing since the conclusiou of t he 
armistice. The ease with which a large amount of depreciatcrt money 
can be earned bas diminished the respect for money and the eagernes:,; 
to save. A willingness to subordinate or sacrifice one' '"!ishcs an!l 
pleasures to the greater advantage of the country, ~plend1dly ma=
fested during the years of war, bas ende<l in the pre. ('nt reaction of an 
orgy of brazen self-indulgence at the very moment when the war bill i& 
presented for payment. 

This is quite a lengthy article, and I ask that I may be per
mitted to have it printed in the RECORD at the conclusion of my re
marks, together with certain other articles to which 1 shall refer. 

The VICE PRESIDENT. If there is no objection, permission 
is granted. 

Mr. McLEAN. I will say to the Senator tllat my recollec· 
tion is that I have a letter from Mr. Warburg strongly advo
cating the bill • 

I 
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Mr. GRONNA. That may be true. I do not deny · that. 

Why, Mr. President, I take it that every patriotic citizen is 
. willing, so far as he can, to lend aid to the peoples of Europe . 
I take it that no one is going to object to legislation which is 
in the interest of the American people and in the interest of 
people of Europe or any other country. But if the transforma
tion has not been made that I outlined a moment ago, if men 
are still selfish, then, sir, we ought to be careful _i!l passing 
legislation which gives to these men of weal~ the great oppor
tunity to control not only the finances of the country but to 
dictate the prices of products, and to control the policy not only ' 
of this country but of foreign countries as well. 

Mr. President, I bold in my hand a statement issued by the 
Department of Commerce on " imports and exports of domestic 
and foreign exchange by countries." I find ~hat the .United 
Kingdom during the month of October, 1918, exported to the 
United States $10,710,165, and in 1919, $41,718,294; but im
ported from the United States during the same month in 1918, 
$148,680,049, and during the same month in 1919, $164,965,249. 
During 10 months ending October, 1918, Great Britain exported 
to the United States $130,059,299, an~ during the same 10 
months in 1919 she exported to the United States $219,298,354; 
whereas in 1918, for the same 10 months, she imported from the 
United States $1,711,507,737, and in 1919 for 10 months she 
imported approximately $1,867,688,755. 

Mr. President, is not that a good reason why there is a dif
ference in exchange? Having exported but $219,298,354 of 
goods, having to buy $1,8G7,688,755 of goods, and not having the 
gold with which to settle the balance, why should not her pound 
sterling be depreciated? 

'Ve are going to set these corporations up in business and give 
them the benefit of being quasi governmental agencies in order 
that they may sell their bonds and their debentures absolutely 
in their own interest. Why, then, should we not require ot 
them that whatever bonds they issue they shall be liable for at 
least double the amount of their capitalization? That is not' 
considered a hardship upon other classes of bankers; and, while 
such bankers receive depm;its, they do not have the right to 
issue debentures or to issue bonds. A national bank issues cur
rency, for which it must purchase Government bonds, and, re
gardless of whether the bank fails or not, that currency is 

·good, becau-se it is guaranteed by Government bonds. It is not 
so as to the companies authorized by this bill. I am only call
ing attention to that. I believe it is unfair to the public. 

I have before me a booklet which bas been sent to me by Lewis 
L. Clarke, president of the American Exchange National Bank 
of New York, the booklet being entitled "Foreign Exchange." I 
shall only read a short paragraph from this booklet, as follows: 

Out of all this war-time confusion in foreign exchange markets and 
international commerce should come radical improvement in monetary 
standards to simplify the transa<:tion of international commerce and 
the settlement of accounts. The Far East bas made greater progress in 
this respect than have Europe and the .Americas. Some specialists 
in foreign exchange may fir:.d the existing com plica ted systems to their 
advantage, but it would ~;reatly help international trade if small mer
chants could ascertain pnces and costs in other countries without the 
aid of an interpreter. 

Now, this is especially what I desire to call attention to: 
The league of nations, it it comes into being, might very profitably 

deal with the unification of monetary standards throughout the world. 

I do not say that this good citizen is in favor- of that great 
.document for this_fipecific reason only, put it is the only one he 
mentions in his booklet, and it was evidently running through 
his mind that the great benefit which would come if the league 
of nations were adopted would be that to which he has called 
attention and 'vhich I have just read. 

I desire now to read a short extract from a printed speech of 
the distinguished Senator from Oklahoma [1\Ir. OwEN]. In his 
speech lle had printed this statement from Justice Brandeis, in 
Other People's Money : 

'l'hl' great monopoly in this country is the money monopoly. So long 
as that exists our o!d variety and ·freedom and individual energy of 
development are out of the question. A great industrial nation is con

. troller! by its system of credit. Our system of credit is concentrated. 
The growth of the Nation, therefore, and all our activities are in the 
hands of a few men who, even if their actions be honest and intended 
for the public interest, are necessarilf concentrated upon the great un
dertakings in which their own money IS involved and who necessarily, by 
every reason of their own limitations, chill and check and destroy genu
ine economic freedom. This is the greatest question of all; and to this 
statesmen must address themselves with an earnest determination to 
serve the long future and the true liberties of men. 

1\lr. President, that is the statement of .Justice Brandeis, and 
1t speaks for itself. 

From the Chief Executive of our land, from citizens in every 
walk of life, in business vocation and profession, we are told 
that the World War is over; we are told that demobilization 
has been completed; but we are also told by the highest tribu-
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·nal of this Nation that until peace · has been declared by our 
.Chief , Executive ·we are . technically, if not .actually, still at 
. war. It is true that _hostilities have long since ceased. Why, 
then, hesitate declaring peace with all men· and nations? If 
we honestly and sincerely favor peace, let peace be declared. 
_If there are peopl_es or nationalities which we can not trust, let 
.us frankly say so. So far as I know, the people of the United 
States are not looking for indemnities,· for additional territory, 
.or for profits. The rank and file made stupendous sacrifices 
from a patriotic standpoint. They made them, as they be
lieved, in the interest of humanity, and their chief concern to
day is for an honoJ;able, just, and lasting peace. 

We are a Christian Nation, composed of more than a hun
dred million people. Uppermost in the minds of 99 per cent of 
our people is the question of peace with all men and nations. 
Self-interest is jn the minds of only a few. 

Is it asking too much for the American people to be allowed 
to transact their business in their own constitutional way, in 
accordance with their traditional policy laid down by the 
fathers of this Republic? 

Thousands of our brave young men made the supreme sacri
fice; a greater number faced the danger an~ stood ready to 
make it. Shall those of us who personally did not participate 
in this terrible struggle confess that already we have forgotten 
what these brave men did for us? Have we so soon forgotten 
their sufferings and sacrifices? 

The World War is over, but the responsibilities which we 
owe to those who remain have not been discharged, nor have 
the obligations that we owe to our fellow men been fulfilled. 
The reconstruction period has just begun and will for · months 
and years engage our best attention. Every effort honestly and 
'efficiently to reconstruct our own country for the benefit of our 
own people must be made, and at the same time we must make 
every effort and sacrifice possible to help the people of the 
devastated countries of Europe to reconstruct and rebuild their 
countries to prewar and normal conditions. This can not be 
done if our only aim shall be to profit from the labors of other 
men. This can not and will not be done if by legislation we 
grant special privileges to those who are now in possession of 
wealth, for the purpose of accumulating more profits at the 
expense of the oppressed. If we are sincere and intend to 
make our promises good in the interest of reconstruction, capi
tal and labor, the rich and the poor, must become more effi· 
cient; we must work more ourselves, if necessary, and produce 
more, even if the cost be greater and the profit less. Capital 
and labor must be satisfied with smaller, not greater, returns, 
and labor must become more, not less, efficient. I know of no 
other way to save our own people from chaos and financial 
ruin; I know of no better way to save others from the same 
fate. This is not the time for the powerful and strong to 
saddle the burdens upon the bended backs of those who are not 
so strong. This is the time for mutual cooperation; this is 
the time for every citizen of our land to join in solid phalanx, 
with but one thought and one purpose in mind, and that 
thought and purpose must be reconstruction, in order that we 
may get back to normal conditions. 

This can be done if we make up our minds to do it, if we join 
with our neighbors and do our full share of what is necessary 
to be done. But there is one thing we must be willing to do at 
the outset, and that is to resolve in our own consciences not to 
expect a larger profit from the labor of the other fellow, but to 
be satisfied with the earnings from our own efforts and efficiency. 

I have no doubt some of you will denominate this doctrine as 
socialistic, but call it what you please, I believe it to be an 
idealistic doctrine, a patriotic doctrine, and if we could only for 
a short period of time, say, a year or two, eliminate our mad
ness for money and profit we would happily express om·selves 
over the satisfactory accomplishment and wonderful results. 
But will we do it? No. Business will proceed in its usual 
way. The millionaire will in the future, as in tb~ past, be look
ing for special privileges, for legislation, making it possible for 
him to make more millions, for concessions by those in power 
to accumulate more wealth, not for the country, not for the 
public, but for himself. 

If we want to avoid trouble and disaster the high and the low, 
the rich and the poor, mrtst be willing to make sacrifices. Of 
course I know that the man of wealth complains about the high 
taxes and the heavy expenses, but let us not forget the toiling 
millions who are barely eking out an existence, who have barely 
enough to live from day to day. Their problems are more diffi
cult, especially when overtaken by sickness and disaster, than 
are the problems of the men who enjoy luxurious wealth. The 
men of large means are not in want for food, raiment, or shelter. 
If they ba\e sustained financial losses, they have the property 
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or the money to lose. Not so, Mr. President, with the majorit.Y either ta-ke merchandise in exchange mr the evidences of debt she 
Of the -neople of our country They are simply laborin<Y to main- holds or ce.,aa.rd and ~reat the debts others owe her as practically per-

J:_J : • o manent investments.. JUSt as England has fume for .two centuries. 
tain an existence and are tinng from day to {lay. We have no Being a creditor Nation, America will "for many years be able. to sell 
right · [ say in these days of distress and oppression to grant tlill£ of exchange based on these foreign debts .and thus protect her gold 

·a1' • !1 t th h · tr 1 f lth ... .,d to reserv~s to such extent as may be .deemed adVlsa.ble. 'Speel pr1v1 eges o ose w 0 are ill con o -o wea '~ It is obvious that this must not be overdone, because llUch a financial 
saddle the burdens upon the bended backs of the people of our policy would restrict the ability of others to buy goous made in America 
country OT of foreign countries. and ~ould limlt our exports of merch::mdise. We ean so use our 

M . p es"dent I want ... 0 say that so far as this bill is con- finanCJ.B.l strength as to <lestroy our export trade, and therefore we must r. r 1 , 1. • _ not .Press our debtors too sharply. 
eerned I hope it . will work out in the way that 1ts fnends be- In the years within living memory, before this war destroyed the 
lieYe it will work out. Iy only object in endeavoring to change balance at existed in internntionll;l trade and financ , the mann~ in 

this measure bas been to make it possible to help the people of !~~~ ~~: ~<fh~~~reJaiJ_~ ~o:cr~or;;~ngf ~~i:s. of£!~.r;_u~~ 
Europe, as well as the people of Ameriea, rather than these ported more from Asia than S!le LX,Ported, and exported more to Europe 
men who we lmow have always taken advantage of the public than she importeq, while Europe stood as a creditor or Asia. The 
· · f..:~· tr d ·h h t "'-~,~ ·u con accounts of the trmngle cam~ so near to a perf-ect lbalanoo that only .a. 
ill times o ulS ess, an w o, we. ave reason o ~e:e, WI . - minute percentage of the total tran.sactions remained to be settled in 

.tinue to take thai: advantage if they are not ,llilllted and 1f go11i or silver. U>ndon was the clearing bouse 1n which Japan•s bills 
they are not controlled by proper legislation. As one Memb€r against the United States were met by America's bills against Englnnll, 

. • t• . d I h and our debt to Japan was set o:tr agamst what sbe owed Jllngland. .The of this body, I believed it my -duty to call atten Ion, an ave ~amification.s of this settlement of world-wide debits and credits in 
called attention, and we have succeeded in changing some -of L"?n1ion ~ere infinite, but balances were -struck and se~tlell}ents made 

·the most ·dftn"erous provisions of this bill because it gave too 'Without tli:fficulty by the use ?f bills of exchange_ all;<! W1th httle nse of 
much power t~ these corporations. Whlle it niay be true, as the &~e .niteo~uoo"!e~;l~o~ou~~~.b~hll~e ~&;;/~~~t1~:ies~:d.: 
Senator from Connecticut has .Stated, and he knows that I have ing credits. Tbese <illfPrences ea:n not be ~ttled by shipments uf gold, 
great ·respect for his judgment that it Jllio:ht facilitate their because ~ough 'Of it does not exist. 1'he estimated world's stock of 

~ . . '- f fo b ~ d alino: ·th gold available for currency l)ur_poses 1s about $9,300.000,000, whleh. Qperations, at the same tune lS 1t sa e r :us m e ~::> Wl w~uld not .settle the balance in favor of America. We must either 
:the 'People who have these -vast fortunes, who are absol~tely in !=reat the balance in our "fa-vor as a.long-tim~ loan or accept merchandl!JC 
control of the destinies of men nn.d of nations, not to safeguard m payment. If we take mereha.nd1se for tblS purpose, our imports will 

' . . . · . to ~~, '? vastly -exeeed our exports for several years to come ::md the so-called 
by legislation the rnterests of the men who have less .oorrw.Vt • bala.nee .o-f trade will be heavily agaiDst us, which woulu be a novel 

l\1r. President, there are many things to whicll I inrended to ud pe-rb.aps an unpleasant experience. 
can attention I shall not trespass further upon tbe patience As between ourselv~s and the co:un~ies in 1>ur debt, tb.e 1.-a bes of ~x-' · . . ts dange ean .be bel~ lD om favor until we have collected all fioating 
.of the Senate, but I 11.sk pernnsswn to have certain 11oeumen: debts due to us. If we permit ·our debtors to fund these debts and tum 
1)rinted at tbe .conclusion of my remarks. over the securities to us,~the bills of exchange representing paymen:ts ot 

The VICE PRESID~vr Without objection, th-at 'Order will interest. or .dividends WlH keep eRhange in our favor, and w~ offset 
· · any ordrnary exccess of imports over exports as far as the foreign ex-

be made. change markets .are. concerned. England was in this financial position 
The matter referred to is -as foTiows: m~st of the time for nearly 200 years before the Great War. This 

FOREIG~ EXCHANGE. transition from th.e J>Osition of a debtor to a creditor N tio:n will .affect 
our foreign e:x;change position for many years to come .and will furnish 

During the century between the .r'apol.eonlc wars and the outbreak new . .Problems fpr." bankers and _dealers in bills of exchange. 
of the Great "IT· r, foreign -exchange became so thoroughly .stabilized· Hereafter an "'invisible balance ~f trade" 'Will run in our favor. -as it 
that few, if a.ny, dreamed of the possibility of disorganization sucll as has done in Englantr.s case for .generations. How great it will be and 
did occur and is still manifest as a result of the conflict. In the bow long it wm continue. depends <Jn the manner in which we push 
closing days of July, 1!114, and for several weeks thereafter, sterling pu,r foreign . trade and : handle our .international finances.. American 
exchange eomma.nded enormous ,PT-emiums in New York, because inter- bankers, merchants, and importers must not forget that tf the rate or 
national banking houses and other issuers oi bills .of exchange were exchang~ rematils hea.vily in our favor it will be proportionately .hea:vy 
hort of ~xcha:nge to cover laTge am~unts of bills ·accepted 'by London .nga.irult .our best customers .nn.d tvill tend to check their purchases from 

b:mkertil aga.ins.t letters of credit 'issued for account of American mer- llil while stimulating them to sell m~Ch.andl.se to us to the possible 
cba ts ann al..so because .,of forw~ sales of time bills again1lt .Prospee- detriment oj' ~ur indt<Strles. 
t in ex.Ports of g~ cotton, .and otM.r seasonal commodities that move Spain pro.fited enormously by the war.. .For .a time she tried to .eollect 
fr r el:r to market after harvest. This J)erfectly legitimate and usun.lly payment in gold. .:tnd the mte of exchange in her favor rose to ri.dieu
con~t>rvative anticipation of exports went wrong when Engla.nd suddenly lDus heights. This tended to check her exports_. and an arrangement 
demanded ettlements in gold and m~vements of vessels were intel·- was made that ameliorated these "(!Onditions. Spain learned that money 
rupted by fe.a.L· of German raiders on . tbe high .seas. The city of New is not .food, though it will buy food. During the war llolla:nd and the 
Yorl:; -alone had to raise about $90,000,000 in pld ·or equival~nt ex- Scandinavian countries tried in .a legitimate way to force the Entente 
ch uge t o lXlY it · Treasury bills fa1ling due in LOndon .and 'Pans dur- .Allies to let them 1m;>ort foodstuffs .nnd raw materials for manufac
ing the fall of 1914. Many other then neutral countries eouM not ture, and notified fore1gn ~ebtors that they did not want gold. Foreign 
tnef't EnuJand'.s demands for payments in gol.d And .declared moratoriums exchange figured prominently in inrernational p.olitlcs for several 
to ave "'local debtors from bankruptcy. America liquidated all her months. The world has learned mucll about economics and .POlitical 

. current liabilities, and tben the tide changed again almost as suddenly economy in the last five year~ 
· as it bad at the beginning of hostilities in Europe.. "F.r.a.nce is improving her exchange position by good banking methods 

Inability to ship ~rchandise to England .and France fast enough to in the face of terrible losses. Millions of British, Italian, Portuguese, 
take care of maturing bills of exchange and otber obHgations caused .and American soldiers have been spending their pay in France, and 
the initial Yi e in rates for sterling .exchange In the New 'York market their Governments have bought suppUes and military equipment from 
and in almost all other neutral -countries. In normal times London .French manufaeturers to the limit of their capacity. inc.c th~ fir, t 
would have accepwd and renewed bills .of exchange without demur, and armistice was signed the money spent by and for foreign soldi~rs in 
both American and London banks and dealers in exchange would ha>e France has done much to ease the mte of exchange on Paris. . 
made a small profit by discounting movements of cotton.. grain, :md ' In Latin America merchants .have been clamoring for mercha.ndise. 
othe r s.ea onaJ commodities, as they hftd been doing regularly for many They did n.ot want gold. Goods on their shelves meant trade and profit, 
,yeurs It was the sudden disturbance of international trade by a war • but gold was of little use when 1t could not be ex:cha.nged .for merclul.n-

. that involved all the -great powers of the Old World which ·threw for- dlse. Gold is worth only what it will buy and is as valuele s in a 
eign exchange -out of balance. monetary .sense as counterf£>1t bills when the J)QSse.ssor can not exohange 

W.ben tbe pendulum swung, back, it w-ent over ..too fa..r, and while the it for real wealth in the form of articles .of "(!!)mm.er.ce.. 
credit situation was changed the balance was not fully restored. Out .of all this war-time confusion in foreign exchange markets and 
En<>land France, Italy, and other European belligerents im.Ported all rnt.ernational commerce should ~ome ome radical improvement in 
the" supplies that ships could be found to .carry, and paid high prices monetary :standard to "mplify the transaction of international com
for -everything. They were so engaged in war W{}r.k that they could mer.ce and the se±tl~ment of accounts. The .Far East has ma..de greater 
pl'oduce and spare little for export in .exchange for these imports. p:-ogress 'l.n this respect than have Europe anl the Americas. ome 
A.merica was the chief source of supplies and passed from the condi- specialists in foreign exchange may find the existing contplicate.d syst.e-m 
tion .of an international debtor to that of a CI>editor nation in a few to their advantage, but it would greatly help international trade if 
months. En..,lan{} shipped gold to New York by way of Canada to small merchants could ascertain prices .and cost in other countrie.il with
stabilize exchange which was running heavily against her, and was out the aid of an interpreter. The league of nations, if 1t ~omes into 
mea urably successful in o doing with the help of loans "floated ln New being, -might -very profitably -deal with the unification of monetary 
York after it became appa-rent that the United States was .floundering in staudards throughout the world. 
a ea <>f idle gold. Fr-ench and other belligerents' exchange remained ut 
a heavy discount in New York and has not yet fully recovered. [From the Wash.in.gton Post, Tuesday, Dec. 10, 191.1J.1 

War is waste. The foreign excha.ngl! market is tbe most responsi>-e 11.nd 'LONDON FINANC.U.L .MAnKE'l"S. 
mo. t dellcately halanced barometer of con-ditions ~- existence. Euro- (Special cable from the London Times to the Washington .Post. "Copy-

. pean belligerents not onl.;y: imported enormous qu..an!Iti-e.s of supplies and right, 1.919. by the Public Ledger Co.) 
war materials .at high pnces, but burned them up m waging war. They Lo:s-DON, Decentbe.r 1:i. 

:did not use these imports to create new wealth, as they would have don.e IJ'he stoek markets showed a further almost geu rol imJ;lrov.(>ment 
under peace conditions. They poured real wealth into .a fiery furnace .and in one r two directions the rise in prices assumed ubstantial pro· 
which ga-ve back nothing of material ·value. As far as oommerce was portio··IS. -'"'"t ........ ~.' se~·..lties were """'aiD ,.000 on the m:ar. ·k-et anu concerned this real wealth., imported fo~ war purposes, .might as well ~ ~ ..:u.,..:u. ..... .u ....., .. 

have been dum ned into the sea, and that literally happened to no in- recovery in home -railway tocks lllll.de furt her pro:;r.e. · lextcan Eag~ 
consicla-able part of it as .a ·esult .of lhe German .submarine eampaign. oil shares rose £1. and the tendency of tire South .African market W18.S 

Under peacee<~ndition imports arem;ed in themanufacture of-other mer- good with a notable adv.ant:e in .Modderfontein. In vi of the .a.p_proaeh
chandise or are consumed for the sustenH.Ill!e of the ,people whose labor in"' holidays, there were signs of a fulling off in the >olume o.f lmsine s. 
creates real wt>alth. The wheat flour and m~t that a workma.n ~ts lla~ taWhile floating supplies of eredit Wei"e again amp1 • tlle-r.e did not 
the ameillrectproductivel'"aln.ea.sthecoall>urnedunoothebo:i.lers ·o! the appear to be quite such a superabundance of vecy eheap money ~n 
taetory in which be works. So:tllething of greater yalue comes out in ex- ~ffer a.t the dose. Borrowers, h9wev.er, w.er.e .able to atisfy .all tbeir 

. change for the food and fuel consumed in producing man and horsepower. requirements at the _previous rates, 2 per cent being accepted for nfter· 
Under war conditions the products of industry bnve been burned noon money. A fair v~lume of ~Justness was 'llon.e in jol>'bing in dlsoount. 

up. : T1lis waste ls the measure ,of the wu taxes and national debts o! althDugh the :banks w&'e not asking tor any !but bort .Oafled bill , 
t~ he.llige-t·ent nations, inclndin~ the United Sta~. 4-ruel"ic~~; bas been maturing within a year, of whlc.b there iV&e pract1eally no sellers.. 
exportrng twice as much as she lmported and bas received evidences of 'Tbere was a distinct improvement 1n New York exchange, w'hicb 
debt instead of .;:-ea.l wealth to balance the account. She has given and closed at $3.72i. The franc also improved, lms iue s l.Jeing done at 39 
must continue to give credit for a long time to come and she must francs 30 centimes. The rate closed at 40 francs 3D .()eBtlmes.. 

I 
I 
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1919. CONGRESSIONAL RECORD-SEN ATE. 627 
Total imports ana ea:ports. 

liERClLI.NDISE, BY MONTHS. 

Imports. Exports. Monthly excess of-

Months. Per 
Free or duty. Dutiable. Total. cent Domestic. Foreign. Total. Imports. Exports. ol 

free. 

1918. 
January ............................... . $176,330,562 $57,611,519 $233,942,081 75.4 $496, 3.54, 488 $8,442,818 $504,797,305 .. .................... $270,855,225 
Febn1ary ..•........•.•...........•.... 141,931, 340 65,784,200 207,715,540 68.3 406, 492,092 4,869,878 411,361,970 . .................. 203, 64fi, 430 
March ...........................•...... 169,296, 543 72,865,474 242, 162, 017 69.9 514,770, 188 8,130,050 522, 900, 238 .. ................. 280,733, 221 
April. .. ... ....................•....... . 190,633,749 88,347,578 278,981,327 68.3 489,834, 516 10,608,390 500,442,906 .. .................... 221,461,579 
May ........•.................••........ 226,619,941 96,232,957 322, 852, 898 70.2 542, 241,494 8,683,297 550,924,791 . .................... 228,071, 893 
June ...........•..........•.•.•...•.... 178,998,042 81,352,029 260,350,071 68.8 475,647,993 8,151,405 483,799,399 . ........................ 223,449,328 
July .........•.........•...•..•••..•.... 175,643,781 66,233,rrt7 241,877,758 72.6 500,758, 371 6, 709,398 507' 467' 769 .. ................... 265,590,011 
August ................................. 203, 794,049 69,208,865 273,002,914 74.5 519,357,034 7,656,882 527' 013, 916 . ................ ....... 254,011,002 
September ......................•...•.. 205,293, 121 56,375,523 261, 668, 644 78.4 541,821,877 8,574,117 550,395, 994 .. ....................... 288, 727' 350 
October .................•.............. 194,080, 763 52,684,143 246,764, 900 78.6 492, 037' 083 9,823,467 501,860,550 .. ...................... 255,095,644 
November ..........•...........•...... 204,274,453 46,733,584 251,008,037 81.4 513, 180, 250 9,056,344 522, 236, 594 . ............... .. ..... 271,228,557 
December ........ ....... ............... 163,456,557 47,42tl, 960 210,886,517 77.5 555,379,051 10,507,061 5()5, 886,112 .. ....................... 354, 999, 595 

Total, 12 months ................. 2, 230,352,901 800, 859,809 3, 031, 212,710 73.6 6, 047,874,437 101, 213, 108 6, 149,087,545 .. .................. .... 3, 117,874,835 

1919. 
January ................................ 157,519,481 55,473,163 212, 992, 644 74.0 611,802,497 10,750,286 622, 552, 783 . .................. .. . 409,560,139 
February ...•...................... .. .. 153,676,326 81,447,948 235, 124,274 65.4 574,096,706 11,000,306 585,097,012 . ...................... 349,972,738 
:March .................................. 182,981,370 84,614,919 267,596,289 68.4 592,381,542 10,760,106 603, 141,&M . ..................... 335,545,359 
ApriL ........ .. .......•................ 178,829,089 94,127,860 272,956,949 65.5 680,074,049 34,720,088 714,800, 137 . ...................... 441,843, 188 
May .................................... 215, 124,350 113,801, 233 328,925,593 65.6 592, 605' 392 11,361,633 603,967' 025 .. ..................... 275,041,432 
June ...........•..............•........ 195,549,458 rr/,356,085 292, 915,543 66.7 907' 968, 086 20,411,117 928,379, 203 .. ....................... 635,463,660 
July .............•...................... 235, 734,602 108,011, 468 343,746,070 68.5 557,975,783 10,711,732 568,687,515 .. ..................... 224, 9-U, 445 
August ......................•.......... 213, 492, 812 93,796,274 307' 289, 086 69.5 634, 470, 487 11,583,938 646,054,425 . .................... 338,765,339 
September ............................. 308,861,303 120, 523, 364 435,384,667 70.9 582;003, 722 14,441,119 596, 534, 841 .. ..................... 161, 150, 174 
October ................................ 284,824,373 117,049,288 401' 873, 661 70.9 620,729, 119 11,180,927 631' 910' 045 .. ........................ 230,033, 385 

Total, 10 months ................. 2, 126,593,174 rr/2, 211, 602 3, 098, 804,776 68.6 6, 354,197,383 146,927,252 6, 501,124,635 .. ........................ 3, 402, 319, 859 

Fiscal year: 
1,492,647,350 705,236,160 2, 197,883,510 67.9 4, 272, 177' 579 61,305,306 4, 333, 482, 885 2, 135,599,375 1916 ....••••.•.•..••••.••..•.•••.•.. . ................... 

1917 .•.••.•••••••...•...•..•.•.•.••• 1, 848,840, 520 810,514,665 2,659,355, 185 69.5 6, 227, 164,050 62,884,344 6, 290,048,394 .. .... .. .... . ...... ...... 3, 630, C93, 2J9 

1918 .•... ·•••••••··••·· •••·••••·•··• 2, 118, 599,372 827,056,031 2,945,655,403 71.9 5' 838, 652, 057 81,059,314 5, 919,711,371 ........................ 2, rr/4, 055,968 
1919 ..•.••••.•••.....••..•...•••.•.. 2, 230, 222,808 865,497,260 3, 095,720,068 72.0 l 7, 081,461,938 151, 336, 805 7, 232,798,743 . ..................... 4, 137,078,675 

('ale• dar year: 
I, 167,428,816 611, 167,879 I, 778,596,695 65.6 3,493,230,532 61,440,315 3, 554,670,847 1915 .....•. ··•·•••••· •... ··•·••····. .. .................... 1, 776,074,152 

1916 ..•••••.•••..••••....•. • .•.••••. 1, 611,887,638 779,747,697 2, 391' 635, 335 67.4 5, 422, 642, 505 59,998,596 5, 482,641' 101 .................... 3, 091, 005, 76G 
1917 ..••••.•••.••••••••.••..••••••.• 2, 135, 552, 430 816, 915, 525 2, 952, 467' 955 72.3 6,169,617,225 63,895,372 6, 233,512,597 .. .................. 3,281,044,M2 
1918 •.•••••••••••••••••.•••..••..••. 2,230,352,901 800,859,809 3, 031,212,710 73.6 6,047,874,437 101,213,108 6, 149,087, 545 ..,. .............. "3, 117,874,835 

GOLD, BY MONTHS. 

1919. 
January ...........•...........•........ $2,113,217 ...................... $2,113,217 .. ........... $3,377,038 $19,060 $3,396,098 . .... i834;686· $1,282, I 
February ...•...........•.............. 3,944,839 .. ...................... 3,944,839 3,109,609 544 3, 110,153 .. .................. 
March ....•.................•...•.•..... 10, 481,197 ..................... 10,481,197 3, 788,174 15,055 3,803,229 6,677,968 .. ..................... 
ApriL .................................. 6,691, 795 .. ................. 6,691, 795 1, 763,727 6,330 1, 770,057 4,921, 738 . ... """87t<bij May ....... . ........................... 1,079,525 .. .................. 1,079,525 1,954,415 1, 720 1, 956,135 .. .................. .. .. 
June .......•......................•.... 26,134,460 .................... 26,134,460 82,883,390 89,450 82,972,840 .. .................... 56,838,383 
July ................................... 1,846,495 ....................... 1,846,495 54,668,687 4,540 54,673,227 . .................... 52,826,732 
August. .........•............••...•...• 2,490,489 ..................... 2,490,489 45,107,094 82,224 45,189,318 .. .................. 42,698,829 

~~~~~r~~~:::::::::::::: ::::::::::::::: 
1,471,628 .................... 1,471,628 29,031,050 19,416 29,050,466 .. .................... . 27,578,833 
4,969,595 ................... 4,969,595 43,968,066 1~,924 44, 1.48, 990 . .................. .... 39,179,395 

Total, 10 months ................. 61,223,240 ..................... 61,223,240 269,651,250 419,263 270,070,513 . .................... 208, 84 7' 273 

Fiscal year: 
494,009,301 494, 009, 301 61,254,731 28,994,817 1916 ..••..•..•••••••••.•...••..••.•. .. .................. 90,249,548 403, 759, 753 .. ...................... 

1917 .••.•.•..•...•••..•••..••...•••. 977,176,026 . .............. 977,176,026 284,948,025 6,973,200 291,921,225 685,254,~1 .. .................... 
1918 .••••••.•.••••••••..•••.•••..••• 124,413,483 .................. 124,413,483 188, 441' 940 2,410,284 190,852, 224 .. ...................... 66,4.38, 741 
1919 ...••..•...•••..••..•••...•..... 62,363,733 .................... 62,363,733 116, 340, 663 234,872 116, 575, 535 . ....................... 54,211,~2 

Calendar year: 
451,954,590 451,954,590 12,104,351 1915 .•••.••••.•.•••••..••••.••••..•. ................... 19,321,567 31,425,918 420, 528, 672 .. ............... 

1916 .••...•••••.••• ••.•••••.••••.••• 685, 990, 234 .. ................. 685,990,234 134, 882, 762 20,910,165 155,792,927 530,197,307 .. ................... 
1917 •.... ·•••••••·••••·•••·••••••••• 552, 454, 374 ................. 552,454,374 364,500,814 7,383,070 371' 883' 884 1~,570,490 . ................ 
1918 ..•••.••••••.••••••••••••••••..• 62,042,748 ................... 62,042,748 40,691,141 378,677 41,069,818 20,972,960 . ................. 

Sll. VER, BY MONTHS. 

1919. 
January .....•.......................... !5,576,281 ...................... $5,576,281 $18, 891, 544 $723,692 $19,615,236 . ...................... $14,038,955 
February ............ . ................. 6, 756,665 ........................ 6, 756,665 32, 352,756 747,418 33,100,174 .. .................. 26,343,509 
March .................................. 8, 197,748 ··-···· ······· 8,197, 748 21,491,081 1, 615,411 23,106,492 ..................... 14,908,744 
April. .................................. 7,066, 781 ....................... 7,066, 781 23,038,136 2,038,438 25,076,574 . ........................ 18,009,793 
May ................................... 7,913,379 ..................... 7,913,379 26,206,970 2,391,634 28,598,604 . ...................... 20,685,225 
June ................................... 7,078,684 ..................... 7,078,684 11,694,454 913,905 12,608,359 .. .. ................ .... 5,529,675 
July .. ································· 5,528,037 ...................... 5,528,037 7,427, 759 834,388 8,262,147 . .................... 2, 734,110 
August ..... . .... ... .................... 8,327,12-8 .. ..................... 8,327,128 8,625,623 5,183,254 13,808,877 . ...................... 5,481, 749 
September ..... ... . ... ................. 7,539,452 ...................... 7,5.39,452 8,866,525 4,061,416 12,927,941 . ................... .. .. 5,388,489 
October .... ...... .. .......... . ......... 8, 722,430 ........................ 8, 722,430 8, 744,112 3,525,567 12,269,679 . ...................... 3,547,249 

Total, 10 months ................. 72,706,585 ......................... 72,706,585 167,338,960 22,035,123 189, 374, 083 -·-··········· 116, 667' 498 

Fiscal year: 
34,154,375 34,154,375 1916 .......••. ···•·•••••··••··•·•·•• .................... 53,171,760 6,619, 763 59,791,523 .. ................... 25,637,148 

1917 ........•••..••... •··•••••••·••• 35,003,56.3 ..................... 35,003,563 74,011,157 4,268, 774 78,279,931 . .... .. .......... .... 43,276,368 
1918 ... .•....•.••••..•...•••.•.•.•.• 70,328,153 ........................ 70,328,153 127,705,661 11,475,738 139, 181,399 .. ....................... 68,853,246 
1919 ... . ....... ........•.•...••..... 78,825,266 ........................ 78,825,266 286,779, 434 14,395,116 301,174,550 . ....................... 222, 349, 284 

Calendar year: 
34,483,954 1915 ....•.•.•..•.•..•••.•.•..•••...• ..................... 34,483,954 47,467,235 6,131,649 53,598,884 .. ..................... 19,114,930 

1916 .......••........•••.••••••...•• 32,263,289 ..................... 32,263,289 64,985,637 5,609,400 70,595,037 .. ......................... 38,331,748 
1917 .............•..•.••..•••.••...• 53,340,477 ...................... 53,340,477 77,726,074 6,404,802 84,130,876 ... ..................... 30,790,399 
1918 ....... ......•..•..•.. -· .•••.•.• 71,375,699 ......................... 71,375,699 239, 972, 503 12,873,961 252, 846, 464 .. ...................... 181,470,705 



'628 CONGRESSIONAL RECORD-SENATE. DECEJ\IBER 16, 

Imports and e:rports of domestic and foreign met·chandise. 
BY COUNTRIES. 

October. 10 months ending October. 

Countries. Imports. Exports. Imports. Exports. 

1918 1919 1918 1919 1917 1913 1919 1917 1918 1919 

EUROPE. 

AllStri -Hungary ................. ... $i0i; o.o,a. $257,557 . ... $78;905· $8,339,268 $54,937 $.30,8i8 S1,3l0,305 . .... $306;749" ..... iii4;597. $34, 398' 576 
A.zore'> and Madeira Island .•..•.. ~.910 85,009 1,263,611 1,33(),659 1,288,519 428,245 
Belgium. .••..........•••.••••.•.. 1,032 1,259,396 25,6~2,530 31,342,621 158,022 13, 956 4,161,040 33,294,341 122,032, 276 31<!~79,470 
Bulg:lri'l. •••••.••••••••••••••••... ······9;8i5" 12,012 . .................. 1,049 8,569 ...... 482;249" 670,218 .. -32; 264; 876. · · · · 2; ioo; siii · 1, 753,6W 
D:eUDJarlr.. ••.•.•..•..••••..•.•.•.. 526,936 1,317,254 11,175,065 88-i, 632 4,000,590 14.0, 05-1,560 
Finland ••••.•.•.•.••• .•.• •....••. ··4;275;43o· 1,381 -------···-- 4,247,560 2,800 .................. 583,931 459,387 100 18,069,138 
Fmnoo ..•••.•..... .•.•• •••••••••. 14,046,214 81,847,622 67,497,672 82,549,338 52,360,924 87,32\l, 770 804,690,160 809,60J,024 757,429,051 
~rmnny •••••...•.•...••••..•.... 147,225 2,157,608 -.-- ... -- .... -- 20,663,521 158,901 162,888 4,914, 787 3,275 .... 5; 872;i26. 52,420,095 
Gibraltar •••...•...•••••••••••.••. 408 1,992 769,745 85,098 61,837 2,061 29,376 5,865,291 41,629,793 
Greece ...•••...•.......•... ..• -.·- 11)5,928 2,0W,394 67,002 2,6&3,312 5,606,232 14,981,095 24,G65,578 7,605,212 3,829,218 31,712,425 
Iceland, tlll:d F:~roeis!ands ........ 63,232 3!} 510,725 633,327 4.36,155 881,305 484,589 l, 742,025 2,150,511 3,132,273 
Italy ....•.............•.......•.. 1, 080,491 7,224,329 42,980,729 31,871,737 31,104,745 22,20!,934 40,893,785 324,319,671 400, 094, 752 366,173,049 
MaltJ, Gozo, etc .....•.••..•••.••. 685 4,010 114,139 34,120 52,017 4,181 18,857 76,149 355,914 360,773 
Netherlllnds.- .........•••. - ..... • 1,401,483 9,180,220 1,029,908 20,357,776 20,482,188 7,793,134 61,271,308 57,504,263 5,618,089 197,337,870 
Norway .......•.........•...•.... 89,371 439,222 4,357,10-i 18,485,843 5,673,617 1,121,809 4,891,172 58,903,676 28,332,890 117,813,763 
Portugal..- •...•.....•.•••. ·•··•·· 56,554 277,250 1,380,366 1,492,029 7,324,018 3,565,928 5,281,880 15,589,WO 20,273,486 16,261,966 
RoumanlG- ••..•.....•.•.••.••.••• .................. . .. . ·ii: i2i. ····ioo;89a· 189,911 1,285 ····s;3i9;sao· ... ·2;866;266" 253 222 · · · · s: 525; aoo · 4,808,110 
Russia in Europe ..........••. -... ................. 830,601 8,470,208 200,3.90; 981 13,.379,865 
Serbia, Montenegro, and Albania. · · 2; 45o; 6i6 · ··a;376;864· ··i;7i9;266" 26,299 ···aa;s.ii;ooi· ···ia;634;642. · ·· as;Mil;ooi · 3,540 17,497 2,846,512 

~~en::::::::::::::::::::::::::: 
8,344,695 72,006,4l8 4.6,351,180 82,464,439 

99,396 2,690,423 2,604,084 8,033,599 17,487,951 4,687,023 9,605,565 19,004,552 9,293,915 116,353,036 
Switzcda.nd ...•......•.•..•••.•.. 1,500,927 2,516,6S8 2,179,894 4,068,831 16,173,364 13,370,130 19,243,754 16,744.535 23,007,329 69,.331, 731 
Turkey m Europe ...•••••..••.•.. ................ 2,516,474 -··-····· ..... 1,944,131 ,. ..................... .. ..................... 10,889,737 

·····-~----
.. ...................... 1.5,599,810 

Unij;~"~-~~~ •.. ---·. _ ...••• _ 8,100,462 36,848,680 130, 229, 149 151, 154,884 ro-t, 158, 817 103-,GOO, G43 188,053, 769 1, 500, 276, 863 1, 617,152,897 1, 735, 247,344 
• cotland. •..•...•.........•.. 1, 157, ()()() 2,979,5~ 8, 726,666 11' 04.2, 290 25,321,307 11.294,660 20,475,223 153, 661, 240 88,763,157 102,314, 729 
Ireland ...•....•• ~·-········· 1,443,613 1,800,094 724,234 2, 768,075 18, 204-, 396 15,160,996 10,769,362 19,978,859 5,591, 683 30,126,682 

Total United Kingdom ..... 10,710,165 41, 718, 2!)4 148, 680, 049 164,965,249 247, 68-!, 520 130, 059' 299 219, 298,3.54 1, 673, 916,962 1, 711, f:J.J7, 737 1,867,688, 755 

Tom!Enrope ...... -·-- ..... 22.187,841 90, 410, 3.34 315.439,812 407' 398, 353 476, 401, 004 272, 035, 925 542, 838, 952 3, 421, 90.5., 320 3, 199, 167, 457 4, 265, 826, 913 

NOETH AMERI!.:A. 

Bermuda ....•. ......•. .......... . 21"6,008 9 659 :LS5,563 149,686 894,719 1,033,269 1,020,180 1, 934_, 202 1, 767,456 1, 685,263 
British Honduras .......... -- ..•.. 274,768 230:376 121,725 73,199 1, 394,807 2,058,622 2,300,132 1,650,883 1, 87 ' 94 2, 176,22.5 
Canada ......•.......•.•.•... ••. .. 46,782,695 54,877,193 82.504,f:J.J2 67,976,685 328,319,977 371, 429, 268 393, 436, 449 691, l&t, 704 727, ll7, 082 587, 653, 62!) 

Central American States: 
2, 734,Sa8 Costa Rica .................... 488,697 503,890 177,22-t 436,533 5, 714,318 8,318,371 6,032,367 1,321,G55 3,40 ,002 

Gautemala ..•...•...... .... -- 194,558 575,283 265,589 744"1106 9,851,857 7, 718,990 11,535,703 5, 957,869 3,650,500 6, 771,772 
Honduras ...............•... - 369,133 658,500 351,756 548,666 4,175,317 4,659, 944 6,444, 281 4, 241,373 4,080,643 5, 953,294 
Nicaragua ...............•.. . . 212,136 293,997 407,437 570,224 3,335,162 4,27 ,084 5, 131,916 3,825, 245 3,699,603 5, 151,428 
Panama .................•.... 594,02G 681 629 1,301,066 1,817,639 6,.043, 169 7,669,161 6,416,037 22,594,120 17,632,662 1 ,370, 34.0 
Salvador .......••••......• -··- 361,115 379,620 426,0.00 497,129 5,019,5-35 7,000,562 4,014,283 3,568, 986 2, 903,002 4,861,602 

Total C-entral American 
St3tes ..... ....... ........ 2, 22J, 265 3,093,009 2, 929,122 4,614, 297 34,139,358 39,645,112 39,574,5!)() 42,922,137 33,290,065 44,5lfi,43 

Greenland ••.•••.•.• ••............ 97,500 106,500 -·8;28.5;56() ................ 218,500 97,500 100,500 13,186 5,593 19,036 
Mexico •• ·- ...•.......... -- ..•.. .. 16,122,910 12,271,375 9, 942,552 100,385,772 129,549,076 118,H3,91B 83,177,032 80,407,354 105,374,533 

~!~~~~~i~tii:ici;!: ~::: ··· -923;4oa· -·i; 050; 37-2" 23,440 64,546 .. -· 2; 937;595- 3,191 571 453,260 213,420 437,937 
1,435,932 1,446,095 4,529,305 4,632,003 8,083,466 10,262,887 12,294,442 

W e.-t Indies: 
British-

Barbados ................. 4,571 75,819 228,113 310,700 290,060 932,000 483,944 2,031,497 2,597,683 3,151,390 
Jamaica .•................ 24-5,474 48.5,347 344.,497 1, (1!.7, 213 2,847, 774 2,549,406 4,347, 984 6,464.,603 5,833,861 8,623,290 
TrinidlLd and TobagJ ..... 228,152 404,592 683,503 838,678 6,9()7,279 6,854,348 7,430,512 5, 704,168 5, 485,565 6,025, 015 
Other British .......... -. 123,325 172,034 395,818 411,01.2 2,933,W1 2,515,243. 2,5311,148 4,823,818. 3,352,467 3,817,895 

Tota1 British West Indies .. 605,522 1,137,842 1,651,932 2,647,6331 13,009,04.4 12,851,962 14,805,588 1.!),079,086 17,274,576 21,617,591 

Cuba ..... .........•.......••. 16, 720, 023 34,850,570 16,389,2:31 27,3.57,811 I 237, 728, 028 254.. 332, 972 375,238,393 146,.259, 90S 187,214,341 214 J 568, 093 
Danish west Indies (Vir · 

Islands of United State F. 26,472 166,115 1.50,938 170,775 903,943 1,1.20,295 1,550,108 1,451,404 1,274,314 1,456,281 
Dominican Republic .......•• 99,934 210,602 772,(}10 1, 735,84.0 11,571,247 6,661, 64.5 10,854,773 12,635,804 13,179,447 14,799,143 
Dutch West Indies.------·--. 121,717 143,778 125,495 21 ,3()1 787,353 1,032, 214 2,446,106 1,484,275 1,145,587 1,572,321 
French West Indies ..•...... . 27,307 12,398 225,331 611,347 116,110 129,666 54,682 6,078,1 6 4,004,072" 7, 539,029 
Haiti ..... .................... 477,676 1,009,392 705,863 869,775 3, 175,102 5,213,370 8, 541,168 5, 643,739 7,355,414 12,372,270 

Total West Indies .....•.... 18,&79,651 37,530,697 20,020,831 33,610,482 267, 293,832 281,342, 124 413,539, 80S 192, 632, 402 231, 447,751 273, 924, 733 

Total North America ...•... 85,516, 2().3 1109, 169,181 115,503, 726 117,877,542 744, 584, 561 B30,587,468 972, 754, 156 1, 022, 04.1, 272 1, 036,390, 515 1, 029,083, 236 

SOUrii AMERICA. 

~~~~~::::::::::::::::::::::: 32,958,910 23,773,398 5,448, 761 13,874,154 152,179,545 198, 179,790 155, 955, 865 84.,369,150 81,510,182 131, 625, 518 
....................... 378,585 304,910 166,465 10,153 159,282 1,352,475 2,896,837 3,834,833 4,139,693 

Brazil ........•..... _ ...........•• 4,881, 759 24,171,680 2,549, 790 12,279,001 128, 159, 036 83,480,567 184, 953, 444 50,499,887 48,481,637 lDl, 577, 678 
Chili ...•.............•...........• 13,074,601 5 818 281 4,519, 788 3,449, 293 ll8,876, 743 137,300, 238 64,715,843 44.,846,616 52,601,262 46,950,214 
Colombia •........• .........•.•... 1, 751,211 4:017,408 657,578 2, 730,539 23,839,302 20,139,857 35,017,166 10,828,218 8,804,023 17,026,615 
Ecu tdor .....................••... 196,530 850,751 202,352 770,698 8,861,483 8,811, ll5 8,297,355 4,378, 6?:1 3, 681,820 6,276,434 
Fatkbnd Islands ......•........•. ................ .r ....... ,... ....... .... . .- .............. 5, 788 400,000 .. ... ............ ................. 36,887 295,660 170,123 
Guhna: 

British ..................•.... 22,022 57,140 598,033 308,540 179,291 326,560 323,812 4,088, 993 4,372, 535 4,225,329 
Dutch ............... ....•.... 21,011 63,981 187,414 1,129 1,311,047 526,518 774.007 1,189,432 1,217,187 1,282,285 
French .............. .....• ..• ............. .................. 13,600 1,954 ·······69;978" 5,091 · ·- · ··5oo;oi6- 698,514 629,040 953,076 

Paraguay .....................••.. 45,869 65,151 8745 66,588 83,592 3«,036 604,176 766,565 
Peru .......• ..... .. ..........•.... 3,014,073 3,1181,197 1,521, 785 2,141,263 34,906,037 3}. 977,326 28,074,345 17.,34li, 968 17,482,438 22,491,021 

~~f:lta:: :::::::::::::::::::::: 1,034, 714 3, 7~598 942,769 1, fll4, 116 30,206,017 1 ,607,629 41,823,531 15,141,547 14,432,778 28,432,940 
662,660 1,3 ,851 470,087 1, 586,517 13,569,208 10,478,109 27,814,656 9,095,202 5, 763,502 11,115,039 

/ 

Total South America ......• 57,663,360 68,287,021 17,43I,v2I 39,296,045 512, 567,840 508,087,674 549, 699, 475 245, 759, 914 243, 711, 073 377,032, 530 



\ 
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1919. · CONGRESSIONAL RECORD-SENATE. 

Imports ana ex-ports of domestic and toreigtl. merchancUse-Continued. 
BY COUNTRIES--COntinue~ 

October. 10 months ending October. 

Catm.Lries. Imports. Exports. Imports. 

1918 1919 1918 1919 1917 1918 1919 1917 

ASIA.. 
.Aden ..•..............•.•••.•.•... ................. $1,395,185 $598 $170,443 $1,686,710 $627,888 $4,491,258 S967;'G43 

C:b:i.na ....... .. .... .... -- ......... $7,1~,805 19,193,750 6,294,016 7,090, 736 110,404,767 97,865,133 124,760,242 30,724,44.5 
China, leased territory~ 

5,922 7,434 British ....................... ................... ................ ............... ··········-· ······ ·ia;4io· ................. 
French .................... -•. ·····-···-·· ................... . --···-----· ... ... ·-·····-- -----··········· """"488;94.4" 2J4,5!l8 
German ...................... 35 174,661 5 . ... B76;ooi· 47,104 31,350 243,658 
Japanese ..................... 3,528,666 879,293 ID5,329 9,826,616 24,915,7fY1 13,558,m 3,624,457 

Total China ............. 10.646,503 20,247,704 6,499,350 7,967_..637 12J,'lJ34,409 122, 825,600 -138, f!tJ7,458: 34,834',5.92. 

Chosen ........................... 517 2,613 67,437 483, 008' 101,821 139,083 309,723 1,539,113 

East Indies: 
British-

British India ............. 7,274,537 19,818,070 2,851,145 5, 738,791 84,238,908 109,942,169 110,839,494 25,8()1 I 2()2 
Straits Settlements ....... 9,163,094 13, 768,12J 695,119 1,086,557 103, 121,833 134,075, 111 117,456,269 6,554,851 
Other British. ............ 586,884 5,147,473 178,133 167,576 23,719,639 18,318,408 30,013,975 86~,976 

Total British Eastin dies. 17,024,515 38,733,663 3,724,402 6,992,924 211,08:>,35~ 262,335,688 258,309,738 33,217,029 

Dutch East Indies .. .... -· .... 3,852,25& 7,826,399 •. ,.,.561 I '·"'·m 8:>, 0501 732 70,828,874 57,015,802 17,004,817 
French East Indies ........... . . .. .... -· ........ .................... 

.. ... ~·-~- 56,~~ . ...... --··· ........ 332 1,589,530 134,670 
Portuguese East Indies ....... .. i; 896;i33" .. 2;657; 7os· · ... s;88i;673 · 404 17 

""i3;257;763" H ongkong ......... ~-- ....•••.... 1,766,097 1,276,239 26,6i6,116 18,530,278 

~~::::::::::::: ::::::::::::::: 27,167,129 43-1 25 7 I 223 14,2'J2,22! 19,653,946 203,967,140 25!, 273,513 315, 607,321 126,149,942 
,723 171,879 · -- .. ss;i9i. 25,40& 855,713 600,752 1,002,089 174., 746 

Russia in Asia .................... 77,199 1, 144,457 9,220, 793 2,127,395 3,950,131 5,369,903 102,922,173 
Si::un ...... . ....... -· ....... ~ .... 26,310 56,907 99,970. 142, 13.), 113,003 100,294 152 809 821,747 
Turkey in Asia ................... 1,453 3,3!5,476 52,35& 332,187 192,180 486,125 15,009:599 ................... 
Otber Asia. ....................... .. . .. .. ·--- ....... ...................... ·-·········- ..................... 21,165 .......................... 9~780 . ... .., ......... 

TotaJ.Asia.. •.•..•..••..•••.• 70,699,748 :us, 83!!, 211 30,410,794.,49,90l,OLO 63!, 3.63, 291 ~ 742, 844, 800 816, 205, 005 333,994,2351 

OCEA...~. 

British Oceania: 
15,074,699 Australia ..................... 3,110,835 4,20.3,655 4.,652,129 4,800,019 51,390,327 49,377,793 42,447,80) 

New Zealand .... _ ............ 1,934,499 1,904,681 1,519,333 2,137, 082. 6,051,413 16,421,525 18.877,149 12,392,165 
Other British ................. 14c7,523 1,035,580 22\.\,411 28,651 1, 753,074 3,268,265 4.262,143. 433,517 

Total British Oceania._ .... 5,192, 57 1,146,917 6, 410, 813" 1 6,965, 75'1 22,879, 086 1 74~080,ll8 72,517,085 55,273,521 1 

French Oceania ..... -............. 89.824. 324,0'J3 115,5741 77,131 ~ ..... ". I 2,<92,0241 1,615,844 855,8741 
German Oceania .................. 162~144 163 62 043" 31,272 405 199 717,052 1,557,939 337,492 
Philippine Islands ................ 9,983,74.7 6,0i6,603 5,976;2J9 4, 133,42a 47,608:055 67,970,475 51,627,615 27,960,512 

Total Oceania .............. 15,428,572.113,547,782 12,58!,.789,11,210,575 12,407, ss1 1 145,250,679 I· 130, 318, 483 84, 428, 399 1 

AFRICA. 

----i<ii; &ii -1-- --ii; 328- ............. .! .............. 
I 

~~=~o~o:::::::::::::::::::: ................. ......................... 5 ............................. 
40 ................... .............. 24,345 473,254 102,927 

British Africa: 
West ...... ................... 1,376,169 ~~~~ 12J,358 651,650 11,503,288 12,765,292 18,903,430 5,671,535 
Eouth ........................ 3,645,1.)2 7,558,978 2, 746,277 20,021,455 29,499,081 33,442,9U 23,497,243 
East .......................... ll, 468 3:548 187,473 84,709 192,449 34 , z47 667,251 1,570,38J 

Total British Africa .• -· •.•. . 5~032, 789 565,134 7,866,8\19 3,482,636 31,717,.172 42,61!,120 53,018,655 30,739,158 

Can:>.ry Islands ................... 25 551 37,204 1,293 144,575 227,296 135,286 143,700 574,0-U 
Egypt ... ............. .. .......... 2:'1f37 607,3&5 1 344 188 1,505,028 27,340,603 24,771,373 29,135,517 2,687,151 
French Africa .................... 63,807 70,394 

1 

41:643 5~,m 927,309 674,72.5 1,527,328 2,489,694 
German Africa ................... .. . ~ ............ - - .................. ...... .... ......... 466,987 8,209 89,274 2,120 
Italian Africa ...............••.... ................. .................... . ............. 39

1
542 315,513 ...................... 437,272 3,876 

Liberia .................... ~ ...... 28,093. 8 47,482 37:678 ..................... .. .. 64,003 172,765 164,723 
:Madagascar ....................... ................. ..................... 2', 763 6,0M 132,738 21;776 39,053 140,107 
Moro~co .......................... 1 965 112,391 96 199,105 162 160 227,561 555,264 352",312 
Portuguese Af1·ica •.......•• -· .... 97,64.8 227,616 1,101,892 270,~ 2,311,197 1,951,212 1,395,618 3,587,60::> 
Spanish Africa. .................... . . .. . .. . -· ..... .. --· ............. ·-···--·- .... 385 .. .................. ....................... 76,718 

Exports. 

1!}1 

$115,544" 

44,25),430 

878 
'lJ37,121 

5,839 
5, 77'9,303 

50,323,868 

!)83, 95.3" 

30,243,287 
8,690,188 

937,030 

39,870,505 

16,214,814 
469,239 

4,912 
20,425,090 

223, 114, 129 
126,137 

4,568,818 
1,3.'35,523 

385>214 
214 

357,943,0291 

62,375,172 
17,207,327 

68-1,028 

80,236,5271 

1,271,,.. I 
~.747 

45,M2,G53 

127,439, 72li 

2,000 
G05, 727 

5,876,226 
'1:1,602, 78a 

865,683 

34,344,685 

105,279 
5,0!)8,25-1 
2,407, 784 

.. .................. 

. ................ 
99,944 
64, 70.f 

863,693 
2, 7ll,382 

9,587 

629 

1919 

$1,021,847 

00,281,416 

. ................... 

......... 5,'8:i4 
11,979,561 

102, 266, 811 

3,088,623 

58,638,431 
10,238,282 
1,676,578 

70,553,291 

41,475,197 
1r352,974 

6,316 
17' 886-, 79J 

289,219,833 
88-~~724 

48,878,171 
1, 795,053 
2,987,874 

3W 

581, 413; 864 

83,5'.13,599 
23' 390,668 

479-,62:} 

lD7' 373, 8'J6 

1,052_,.773 
225 241 

61,041:210 

169, 693, 2:1.0 

.. ........... .. ........ 
2,633,491 

10,407,735 
37,909,635 
1, 368, 782 

49,685, 153 

1,268,845 
8,4 '789 
8,9 6,80! 

287,122 
209,876 
212,885 
520,832 

1,29 I TaO 
4, 426,531 

54,893 

TotalAfrica ................ 5,269,180 1,620,132 10,5M,80S 6,220,461 63,607,361 70,502,610 86,988,705 40,920~757 46,313,040 78,074,972 

Grand totaL. .............. . 246,764,9061401,873,661 501,860,550 1631,910,04.6 2,504,021,908 2,569,318,156. 3,09.8,804~776.15,1.45,049,897 5,080,9M,.83l 6,501,124:,635 

CALENDAR 
YEARS. Europo.l North 

America. 

Imports. 

South 
America. 

Asia and 
Oceania. .Abica. Total. Europe . 

1911 .......... $770,293,236 S296,361,256,Sl87,514,9?~ $254,434,917 s23, 754,782$1,532,359,160 $1,293,072,862 
1912. . . . • . . . . . 900,003,944 373,809,916 233, 731,9:!~ 284,887,243 25,640,017 1,818, 073,055 1, 467,451, 834 
1913 .......... 864,666,103 389,814,744 19 ,259,005 316,.126,868 23,729, ?~ 1, 792,596,4.80 1,499,5'1.3,363 
1914 .......... 783,517,509 441,400,758 229,520,375 315,176,388 19,660,971 1, 789,276,001 1,339,295,916 
1915. - •.. - ••• - 546,352, 567 509,458,281 322,282,189 365,865, 167 34,638,491 1, 778,596,695 2,573, 408,120 
1916 .......... 633,316,886 658,438,120 427,609,562 610,377,429 61,893,338 2,391,635,335 3,813,278,324 
1917 .... - .. - .. 551 144 599 871 892 52 598,818,~~ 857,458,361 73,063,939 2,952,467,9~ 4,061, 728,923 
1918. .... .. .. . 318; rn; 271 974:615:243 610,931, 07 .. 1, 0-!2,038,662 85,506,.462 3,031, 212, 7lv 3, 853,697,768 

I 
North 

America. 

Exports. 

Sooth 
America. 

Asia and 
Oceania. .Africa. Total. 

$482,438,006$121,736,604$171,490,317$23,788,957$2,092,526,746 
573, 298,563 138,944,930 191, 832, 602 27, 690,054 2, 399,217,993 
601,176,159 1A6,514,635 207,825,327 28,9zs;8()8 2,484,018,292 
481,588,221 91,013,339 176,402,751 25,323,8ZJ 2,113,624,050 
558,803,012 144,128,681 241,185,800 37,145,ZJ4 3,554,670,847 
924,553,649 220,266,818 470,531,804. 54,010,506 5,482,641,101 

1,261, 703, 532 311,893,023 546,803,463 51,383,650 6, 233., 512,597 
1,325, 486,350 302,709,610 602,996,198 59,197,619 6, 149,087,545 



630 CONGRESSIONAL RECORD-SENATE. 

Total 1ialues of imports ana e~ports of the United States-October, 1919. 
(Preliminary figures for 1919, corrected to Nov. 20, 1919.) 

MERCHANDISE. 

D ECE1\fBER 16, 

October- Ten months ending October-

1919 Hl18 1919 1918 Increase. 
-

$288,429, 844 
127,235,832 

$194,080,763 
52,684,143 

$2, 130, 198, 645 
982,398,146 

415,665,676 246, 764, 906 3, 112, 596, 79!* 

620, 729, 119 
11,181,853 

492,007,0831 
9,823,467 

6, 354, 205, 135 
146,928,178 

631,910,972 so1, 860, sso 1 6, 501, 133, 313 1 

216, 245, 296 I 255,095,644 I 3, 388, 536, 5221 

IMPORTS AND EXPORTS OF :MERCHAND-SE. BY MONTHS. 

1919 1918 1917 1916 1915 

IMPORTS. 

1233, 942, 081 $241, 793, 282 $184, 350, 942 $122,148,317 
207,715,540 199,479.996 193, 935, 117 125, 123, 391 
242, 162, 017 270, 257' 189 213,589,785 157,982,016 
278, 981' 327 253, 935, 966 218, 236, 397 160, 576, 106 
322, 852, 898 280, 7'1:1, 164 229, 188,957 142,284,851 
260, 350, 071 306, 622, 939 245, 795, 438 157,695,140 
241,877,758 225, 926, 352 182, 722, 938 143, 244, 731 
'1:13,002,914 267, 854, 767 199,316,480 141,804,202 
261,668,644 236, 196,898 164, 038,614 151,236,026 
246, 764,906 221,227,405 178,65 J 730 149,172,729 
251, 008,037 220, 534' 550 176,967,749- 15.'i, 496, 675 
210,886,517 227,911,497 204, 834, 188 171,832,505 

January ..•.•........ ---···-···-- .................•. ----............. $212,992,644 
February •• _······----- .••...•..•..•.....•..... ;_ ..... --------...... 235,124,274 
March ...•.••.•.•..••. _ .. _ ........... _ ........ _ ...•... __ . __ .......... 267,596,289 

~~!::: ::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: ~~: ~~: ~~ 
June.---······-·-·· .......... --- .......... ---·...................... 292,915,543 
July--- .••••••.•••.••• -· ••.••• -.---.- ..•. -- •.. -·.---.--·------------ 343,746,070 

1AugUst ....••••.••.••..••••••.••.•.....•.•••. -~ ___ ••••..• __ ....• _.... 307,289,086 

r~;. ~ ~ ~ ~ ~ ~ ~: ~: ~ ~ ~ ~:: ~: ~ ~ ~ ~ ~: ~ ~ ~ ~ ~: ~: ~: ~ ~ ~: ~::::::: ~:: ~ ~::: ~ ~ ~ :::::::: ~l~ ~~ ~: 
l--------------:--------------·l--------------l--------------1--------------

1 3, 112, 596, 791 2, 569,318, 156 2, 50J,021, 903 2, 00(}, 833,398 1,451,267,515 

EXPORTS. 
January ..•...•.........•......... -- ...................... --- ... ---.- 622,552,783 

~~~~~:_-_: ::::::::::::::::::::::::::::::::::::::::::::::::::::::::: ~~: m: ~~ 
~;~·::: :::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: ~M; ~; 6~X 
June .•.•••••••........... --· ... -------- ..•... -- .... -- .. ------....... 928,379,203 

~b m~~ ~ ~ ~ ~ ~ mEH~ EH~H HE~ j~::: ~ m: ~:::: ........ ~:-~:~. 
December ............ ----· ......... ... ..... ---- ...... ------ ............ --···-·---· · --·--

504,797,306 613,324,532 330, 036, 410 267, 879, 313 
411,361,970 467,548,406 401,783, 974 299,805,869 
522,900,238 553, 985, 699 410,742,034 296,611,852 
500,442,906 529 J 927 J 815 398,563,532 294,745,913 
550, 92i, 791 549, 673, 545 471, S03, 637 274,218, 142 
483,799,399 573,467,789 46t, 685,956 268,547, 416 
507, 467, 769 372, 7~,414 444,713,964 263, 468, 702 
5'1:1, 013,916 488,655,597 510, 167, 438 26G, 609,995 
550' 395, 994 45i, 506,904 514,924,134 300,654,921 
501,860,550 542, 101, 146 49:2,813, 918 335, 152,000 
522, 236,594 487, 327, 694 516, 167, 324 327' 670' 353 
565, 885, 112 600' 135, 006 523,233,780 359,306,362 

16, 501, 133, 313 5, 060, 964,839 5, 146, 049,897 4, 443, 239, !197 2, 867,694,132 

:Excess of exports ... -·-· ............... -- ......... . .............. .. . 3' 388, 536, 522 2, 491, 546, 683 2, 6!2, 027, 989 2, 433, 406, 599 1, 416, 426, 617 

1 Ten months ending October. 
GOLD AND SILVER. 

October- Ten months en 'ling October-

1919 1918 

GOLD. 

1919 1918 In::rea.so ( + ), 
decrease (- ). 

Imports ...... ··-------··-· __ .................... -----·-............. $4,969,595 $1,470,239 $61,223,240 S57, 973,303 + $3,249,937 
Exports ..... ___ ._ ....... _ .. _._ ..... _ ......... _._ ... _._ ... _ .... _ ..... 

1 
____ «_,_1_48_,_990 __ 

1 
_____ 2_, 1_7_8_, 1_4_9+---27_o_,_o_7o_,_s_I3_

1 
_____ 3_6:...' «_1:...' 22_8+ ___ +_233_.:...' 6_29_.:..., 2_85_~ 

Excess of imports ...............................•............... _ ....... ·····-·-- .... _ ...•... _ ....... -·--·---·-·· ..... __ _ 
Excess of exports ............................................. 39,179,395 - 707,910 208,847,273 

21,532,075 

SILVER. 

Imports .. _ .... _ ........................... _ ........... _ .. _.......... 8, 722, 430 6, 766,239 72,706, 585 61, 549, 381 + 11, 157, 2().1 
Exports ............................ ___ .......................•...•.. 12,269,679 32,037,469 189,374,083 197,369,122 7, 995,039 

t------------i-------------I-------------1------------:------------
Excessofexports. ............................................ 3,547,249 25,271,230 I 116,667,498 135,819,741 1-·-······-·········· 

IMPORTS AND EXPORTS OF GOLD AND SILVER, BY MONTHS. 

IMPORTS. 

January .......... _ ......... _____ -- --- ---- ... _______ ---------_ 
February ................ - ...... -........... -...•. -.-- .. --.-.-
March .............. _ .. _ ............................. _ ..•..... 

~~!::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
June .. ... .••..... ------------------------------------·---·---
July ..................•..•...........................•..••.... 
Auvust ......... ------------ - ---------- ---·- -· · --- ·····---· ---
f:e_ temLcr ............ ------· .........................•....... 

1919 

$2,113,217 
3,944,839 

10,481,197 
6,691, 795 
1,079,525 

26,134,460 
1,846,495 
2,490,489 
1,471,628 

Gold. 

1918 1917 

$-4,404,254 S58, 926, 258 
2,549,168 103,766,495 
1,912,362 139,498,590 
2, 745,727 32,372,455 
6,620,516 52,262,090 

31,892,021 91,339,051 
2,596,886 27,303,798 
1,554,838 18,692,170 
2,610,836 4,171,535 

1919 

$5,576, 281 
6, 756,665 
8, 197,748 
7,066,781 
7,913,319 
7,07 ,684 
5,528,037 
8,327,128 . 
7,E39,452 

Silver. 

1918 

$5,997,455 
4,449,159 
6,963,330 
5,080, 745 
7,298,096 
5,351 , 186 
5,220,017 
7,256,942 
7, 172,039 

1917 

13,345,951 
2,477,692 
2, 977,068 
2,375,462 
4, 740,686 
2,235, 436 
3,420,199 
5,681,2 
5,796,320 

/ 
( 
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1919 .. CON GRESSION .t1L :R.ECORD-SEN1t 'FE·., 

Tatal ~alucs (}j impoJ·ts. and fltrport~t ot the Un.:i.taa States--Oct.oben,.1.9.:W -Con.tiu.ued. 

I:u:HQ.Icr:S A...~ EXPOilXS Oli' Q.OLD.. A:iD SILYER, BY lfO::ITR&--continued'. 

Gold. Slfver. 

1()1'3 1917 191-8 1917 

n,4t.'1',_239" e lA9 " n !&, 7.2Z, 4BJ} t6,.766,.23!l.:. $5,049; 
1,. 9"..J)l,_20!}; ""2,00( 47& 

--·-·-~--
fr 499• 2l(j 9';036~ 

1, 76.S,6:12. l7'rU6fr}~ 
------~~ 

4;:aso;2!lDi 1 s,IM,m 
57,973,303 !:32,4S!,,O!M_ 1 12; 70c 58!i 61.1ilitj_3c. lJ 3 ,O'.l'J,586 

3,.'l4fi,.24lt !.:0;~8{),8. ill) 61.5, 206' Gj62T, 7.0~ 5,88-7,418 
5,..084,059, 22; 068, 059! 33 .wm 11-t 6t519' 2IYT' 1,693;56 
2.809f3"51l! 1'7.,..919;.001. ~ 23;100~49Z. 13j~·9ll 5'; 555,7.13 
3,.56U',.O!WI t 963).21..()1 25';076.&~ 14,Z5l\008 4\353\ (Jf3 
3,.59&,.~ 57:, 691';.41'9. 28,1J98,.604- 413,38~ 126 I a~ 27Z,294 
2, 704,102. 67,164,268 12,608,359 8,566,271! 9&1,764 
7, 1!Je~ 90Sl oa,.®2,.3ii1 ,, 8/l62.,..W 40j68Q, 7.0tl 5j53 ,012 
3,.217.,.13! . 4&, 019).301» ,, 13; ~ .. m 20; 5W, 121" 7;503,7tt 
~,.929. 3!332:& . 12;.927,..94J. 1Ul.3~,18<7 I 10, 4fi5,.()79 
~.1ZS)~49· u; 1Mi.o7t1 ~.2119,67.9 ~.lm;46J 6,98.T,Oi>3 
3~!Wl,.!m7 7, 2Zl,Jli1l- .... , ...... -........ ,. ________ . 7i,:WDj4St 4,788,6'1ll 
ly5;.9, 9J!Q 4~538, 136' 

_ .......... _________ ,.. 
4&;300,~76 10,125).72 

36,441,~">8 360, 122,,5SS. 1~7.4.,0&1. 197., 369, 122 69,216,730 

[~ prQQ'£ from 'l"e~:tn~. Iro_ston; l!Iass;, Deee:nbet'. 11>19\l ~ao:q,o-oa!oo..a tQ. f~~giJ:ars: ~nt til& fv.r.eigners, DlllY use the-· money- to 
buy .Ameru:.an. g<Jolls-. 1u this. way we are• to.-- pa~ cnttsel.v.es :001" thQ 

PlW~::cro..~ o.» nLE.E: !i!MDllt, goqus we s~.. T.lia same. schBrne, ia, adva-catedl U..r :m:. A •• FUene, of 
Now t.luUt the> sa~~ts anu indl!p~n£e 8!' the-~ StaXos lfo .. ton.. wllo._~ge~ 31 gr._U!1t. popu~ lx>an-~ Qf -t.OO.OJ)OOlflDQ u a; start~ 

h&vEt ~een. ~ect~ li l);y The: :tejed:fon. ot. the· GemutDl trea.tyJ with the ~n. sec.lUlf]j?S, issueiL lilt d:en.mnmatlon~· a&.l@" as- S5.. so t)J.ey wilL.lre 
~g:ue- ei aatiQ.llS,__ u- 1st fortunate> tllat- tl:te- Presideu:t- in. hftlo J'lteSSagB. 1:P ·"OO."'thm. tbe reach at 'i er~o<cy.!' 
Congr haa dmwn: tlle li.Itu aharlllY ~the- other_ gmat: 5ua o-f: me- A.nyun:e wi~ or-ell~ lulrAe> sensa Jmow,s_ that: the ROO:fi'e.ld-Fi:iene 
trade or protection to Amerlean industry. After. st~ tlie weW- SJ:Jleme wonid: :men..n. llO' pa.l!ment. a:t all~ but merely a . tJ:a.n.Bie1: of tn-e 
kru>wa facta. as tQ the! h~ deb.ta- tba:fr 13nr.ope o-wes: b>J tll1'l Um."ted Clieili..t ftom tfte- .A.rrun:ic~m · expe..rter; midlll.em~ a.nd• 1>1ulkor: to tJm 
States.- t.lia. ~a.t eueSS~ ot Qur exports- QVer. jmp<ll'ts;. th~ inullilit~·thof .&m-etican.. public.; and.., ft~r.ther.m.o.~: , tlm sllilfu loll%ls.m~a.n- a, huge- interest 
EU.top · to. s.n.{R. gold m p~ent.- and the: dall'ge'r of' in.~eas.ing · e c-harge, which. at: G per cnnt. on· .Ml:- Redfi.Bltl:s :Wan: wouid: runAun_t· to 
:p:c.ese)lt' atoo.& Qt.' goJdi in t:Ws country., til& Pr._e_sidftnt' a~v~ates: fr.ee $48Q,QOO,OOO :.1.. ye . or: $4...860,000;009' e:vel';y l'Q Yf!Al' , agllinsi: c.ountries 
trad~ rn_ ~ WQrds : tli:at eau, .uoJ; no~ Bll..V ~at; tb~ o.wQ, 

" 1:be time Iiaa, ne.ttrly p:tSsed f-Ql!. inter-~tlo.nal g.i>vm:runlm:t::ll lbans Bu.t t.l1e m.ost s tiou r.esult af. thi~ sdlvme• WQtl)d. bn i~ effect: on 
and it will ta.k.e: tiJll.. to, dev-eli>J! in. this, eoun:tty- 3. mari>~ to fore.it;;l tint co;st or llv.fu~ '.J:he only rGaL remc~ ior· the_ so.eial unrest: and tlw 
sec:l.tl:ft;ice& .lab.ar t:ronbf.es in. tfte T!inited. States i.6. rcmuet:l® oll the.! coat: Qfr living; 

" Tbel p~odrrctivtty or tile eQlllrtry great!~ stilnu ted: by tbe wa.r must Tb.a: lted112ltl:-Ii'IJ.ene· sohEHWl 'WOuhl' b:l;i:ng_ witht tir all' iJilllled:iailel mcreaae 
1ih!l an ou.tfe.t b:f' expo-nts- tq. t~ countries and. any me.asures taklm. b.y aggw.va.ti)Jg, tJJe- ~:tea~ ot all. the lill.ceasi.tic$' oj, lihh T.his woutd 
tO' w:avent. im.potts· will inevitabl.r curtail ~ports~ tRe.e: cu.r:tailmen:t Ire W:oug)i! al>o.u± at. a.. time wheu._ as a:. result of- the. w.ar-- QOn<litiuns 
ot QJ:Qd.JU:.tfan.._ load the banking. ma.chiner:v ~f.~ crumtri£ with c.teill:ts ll1Ut tnA demands ott laboi: foJ:. sh,(}rtel:" hours,. witb. ret:htceti output. p®
tQ ca,nry. unsold products, and produee· iRdastrial stagna.tio.n and tm~m.-- du.ction. not- our~ .llru> been ev.ar~w b3!' cQnsumpt:iffib but 113 now too: 
pfoyment. rr we want to sen, we must be prepared to ~uy. An,ytlting. shru:il- of: the DflC('SSitjes o.f. Ama.r:i£a.n co.n \llllftrS. UndQ,..- thi scheme 
therefore, whlc.h. WQuld tenet to- p.re"imtt foreign eoontries from Ec.>.:ttling anyone '\"\'ith $'5' i'n ll.i 20cl~t- can iac.rea-se the co,at- of living; by lendin{.t 
fo_:r a.ur. ~orts by shipmen_ts· of gooEls into thls- CO:UD.try could only ha.ve his money to foreign credlto:r:s in countries that are bankrupt or on the 
tl!e-em-ct of preventing them from paYJ'Dg for oun &:~.Ports anu therefore verge. 
of preventing the ex~rts from being made." Th11 ful!e.i~1 bornow(·r- will. u.. .<\m !I'kun mon:ey. tO' buy t' necl?sRaries 

This proposal to c e tfi& settled' policy ot· the Unite-d States from of' life. in tl1e Un.ite<l States-, tuking: tb:cm a_way- :O!om. tbe American 
pncrtection to kee trad~ ke that o:f. ab1:tnd:rining: tha policy ot Wllsh.i:ng- consumer. 
ton. fM a league- Qf na:Ho.ns mn t bil juilit~. no.t by the tempOTacy aud 'J?ho: fo~eign_Cl!s- win. fu \'et the goods. The e:mon~r, mhldlenum, and 
u:tlla.Qr~ e-o,n-ditroU& ereated by the -wor.1a Wan but by the- cmlfll:. b..llllkcr: will have. th ID-QU~Y and the })1.-ofi..t • 'r.lle· American: inY to.u 
tiona. that.. 'lrill exist wlniD the, wcilif is restored to a. normal ba is. will have a fin~_l.y e.ngJ:aved pjeee of paper Qn: which some one som.e-

Un_de~:. the- present abnorma1 C<lnrlitions •. not- only is Europe> unable tQ wll.ere :rn:omis.es tO' pall' aomethin~ sometime. The: Ame.tican prodn-ce1.· 
pa.y het. debts with gold bn.t the grooter- pm:t of: E.Ul"QPe has been d~ ruur. c.ons.truler. villi b~ the pl"inlege ofJ paying- big-her Iltices fo~ · t~ 
pxived tempQl'atily or the ability to- produce- goods- wi-tll- w.hlc_h, to ~ay neces ities- o!. lifct and! tl1 matetia!s_ thllt- maka up-. the CQs-tT of: prodn~· 
tli4Wi de~ts... In. some sed.Ipns this. loss ot grodW!ti'VG paw~:J: IS rlue- ~o fj:on. ~i.th the ci:'3ing- price13 will con:tinue- the- hO}Jei. s :md demoualizr 
~n..;. iil other se<.:tioll8', to- t)l.e· la.c!i: of' ~aw ma.tenaL But lll' r ].llg struggfe t.o r:use w~s to the level o_f the> cost- o.f; living with the 
ait ~ ot t.lm Continent the c.Iisublllly is tempo.cary, and the retlulu · certain result of increasmg social unrest and the strnin... o.n 'the- social 
tO' normal production but a question of a f~w years under the stllJ.fUl 1 order. 
mana~t to:c. wlllch. Euro.peans. are. so, well ft.tted. There is to be no regulation of exports. The .American produ.cts 

Wha.n:_ the' ~ xn;rurt:J.:ation. has.. p,as~d' n.mt Em.ope::m. millS. iULd taken. from Am:eri"can consumers- wilF Ire used' nut onlY.· to SUIJply the 
wm:ksft..o1?3' are again i.u: Ollera.t:iDl4 any attempt to pa,.y: the hu~e d'ebts real necess:i!ties: of' sutrering.. p®pie.s: in di6tanll cJ>tlntrieS- bnt t.o gra:tify 
tQ ~ with. ~ctureef. gooda wuu.ld. dl~'WlJZE Al.ru!ncan iil- !Jie: ~ an.U_ ~€cl tile e::ltra.vaganc& of- fo~igners wh,o axe. not suftct_
~cs and cause mdes~d.. UJ!.employ.ment. . mgJ while foreJgn GQ\-ernme.nt!., mlieTed.. of tfie burden ot. pl'Qvid.fn~ f-or 

:rt- was. t.fte r-ear CT! d2mnr!tlized mdustry tb~ led: tfte ~e: c.o}mi!il. n:t 1:J:le. naed:s of' thufu natfullll'ls, wm be able to tm•n tnei'r- re!iources- to' the 
Fari·~- to rejeett tne idea ot: a:-ll'owlng Gexmmt~ tc:t pay h:er- mu~t:r \'litll' suwox o.1l armies and n:rvh~s fb wQrlcf con:qu-est and' d'ominiom 
m:m:ufa_ctnJreU: goQds'. A.s Otre' of tbe en:_tente representntiv.es- PUf: ft.. directed, perchance, against the United States itself. ThiB; plan is n<Jt 
4o# 'J2h& veiT Goy~ent that- pt;epp,ses tb:is l!lan would be tll'9' first to· only in the m..lniE of schemers, it is· so far a<!Vauced. that· tb~· Ed.,.e bill 
revolt against lt it_pm in-to etrec~. And yet wf..tfr tfiat fRet so clearly u.utlnu!izin"' United' St.'arl:e8: charters to> banltlng corporations for financ! 
~onstrated at Parla. the l'res-id'eot. winow-E~posea, _that- EurQpels ing-ity hm3:'"rut.eftd'y 'treen .Qa.ssed l)y l1Gthl House~ ami- Sen-ate aoo may be- a 
g_1grurtieo (ft!t)t to- Ameri~ shalt be pair!, th ttt_opean. {tQOdS. la.~ before fuese-wo:rd"S' are- l'tinted. 

The-- l'~med'T f<l~ the- present- ~~tH.nar,r: si'totltiD inte~<mar Th.U;, Drullt.mg scbemo- te; l~rrd A.mel:H~an mon~y to f1)reigners shouJd 
(Ira; 1.:! oot to be taun1! Dy OPCll.ilm: tlle: gates- for a c:Iev.astating fltrqd be cast with free trad~ and the-league- oli' nations iuto- tfie> everlasi:im:• 
of1 IIiAll11fs..ctu.red g_oodS- intQ> the miltedl States• rt ~ to ~& :Cound" m discard o 
the r_eiltlation of both> exports :m~ ilnpo~tB on the- princ.il>le. that tlle · 
en~ not ~ of' tit,. tJn:ited Stutes but of fll!ry c01mtny on ea-rth, 
~~first I"i:!drt' to: the> eo.mmmption. of" wha_t- the:;:- prod.uee and to 'Tele.QhoJled f.rom. the Sacre_tary'$offrcce of:tlie 'I:l':ensury. at 4,20.} 
tb~=ctio~~ g;sr[i~0~· fret! of dnties-.. the- mad :rtrug,<>Ie Rates o:fl exchange as of n.oon-, Dceeml1er: n, ~9t9;. :rs esi'a.bUslv~.u ~ 
£ exuout; ~ slliilldd he ab!Uldoned. TllB true- Ameri.eun pJ.l.licy is t~ Fedet:al Re.sel.'ve Bank. of. New York. ~ 
tGt proVida f~. the. ~s of. tb.8' .Ameri£a:n: ~engw with.. Ametien.n goods. UJ Engian<F:- $.3.72!- to the- pound'. 
s~ fA.t>: • n:atn:re makes tbaJt posslbl'e. lat.tmg..-fo~ cauntries- adopt ~2_) J1'ranqe-: 11.1'5 francs• to the dollar. 
t~Je. -me- ...... u"v at i'mlllstrial io:<rependencce for th.emse1ves. That llli.n.- 13) Belgium: 11.30 francs_ to the dollar. 

...... "'~ t ...4-f~ ~~ th f.oundat' f ~A 4.) :rtal;y·: :t3A5' lire t01 the dolla·r: eip~ l!nt' th u:aglle> Q n~~..I.Qns,. """' e st!C.DrG> · lD1ll Oll 1ltO.o.:w :t any· tur~ iniormatiQD is wa-nted, m: the- Serurtor ~ires ta n:sk 
peace. Under the extraordinary conditions now existing the U.Itiit;e.d a..DJ" qumstion refati:nlt tP' tire matter; call MJ: Kelley-, of tire- lS.CJ:.r ta.r.y's 
• tefl by the p~ of IIlill'e' ex.amJ!le> can do DlJlciJ.,_ to sectnl'it its g_en- office_ in tne Tteasu..-v-. 

e:ua1 ade(1ti1:ln. by t.he nntions_ Qf til& eurtll. ~ 
'Jlli.Q P.rcsidentr not only ad:voc:ltea. free-trade. for- the-- Unitad States but 

in- the extract trom. fi.I"B· ~ quQte.d IH)ove ~le.w:s w:ttb. appro.:va1 t,be· 
pol.i.cy of gran~- nttimate~ gxea.t; loa.DB t:D"_ E.nroue fo.r. financmg; om: 

:s.p.oct trade.. B3r ~g l'lr the Fresklen.t hna fallen a victim to ~ 
mo.wr.Y' madnes.~ tlul:t has ti.1.1«m_ P.O.ssession.. of SG· mU:UY in.tluen.tjaJ llllln 
llllll wn.o a:t:Q ol)_ses Qd w.i.tD. tlie. ~d£a.. tb.B:11 the werta;J::e_- of the .Ameriean 
~QJ(_fe. de~~ Qll: shipping a g~:ea t a quam~ uf' g.o9d.s- as. _pol!!si~: t{) 
i_o.z:~ e.olm.triJ:!s>. Auwng, the QxpClllents o;ll tlllil. pQ]fc~ we find. fo.rmer 
ScCJ:etuy RediDJQ. SQlti'O~ .uon.as.mg thn.1r the .-tme.tlJUUl. peo~l.e- Te.lld 

Tli e sol ue11cy ot tll e AU.ies--Gt·ca-t Brit:aiff',. France, B elgium, Italy. 
$ • ' • • • * . 

~A.T Blli'J.':.3.J..:s .. 
As one of the principal belligerents, engaged in the wa,r fl'am· the 

b-eginning of. lwstiilllieB~ ~it :Sr:i:tlrim has mu.de. 'X'PQildttur growing 
dil:ect]Qt and indireC11:1Y' out. of th.e '\ll3:n which axe f:tr greamr thall' those 
<ut a·nx othel"' allied: na.tioru. 
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For conveniencE:', in considering the financial status of Great Britain, 
monE>tary values will be rendered in American dollars at the par of 
exchange, $4.866 to the pound sterling. 

Briefly stated, the major facts respecting the finances of the United 
Kingdom as of March 31, 1919, the end of the last fiscal year, are as 
follows: 

The gross debt was $36,746,650,056, of which sum only $6,569,100,000 
represen.ted external obligations, repayable in foreign currency, while 
advances to allies and dominions amounted to $8,580,000,000. 

The estimated debt service of the United Kingdom for the fiscal year 
1919-20, as presented in the Chancellor of the Exchequer's budget pro
posals, will be $1,751,760,000, or 30 per cent of revenue receipts. And 
the normal peace budget of the British Governme11t, as estimated by 
the chancellor, will be $3,727,356,000, of which the debt service, includ
ing amortizations of one-half per cent, will constitute about 52 per 
cent. The post-war budget, as foreseen by the chancellor, will be ap
proximately four times that of the fiscal year 1913-14. 

PAYI "G THE BILL. 

The war, through Increase of debt, pensions, and reli~f payments, and 
increase of normal civil expenclitures, has placed a very large tax bur
den upon the British people. It appears that in a normal post-wllr year 
their taxes will have to yield about $3,400,000,000, or 19.4 per cent of 
their national annual income, which is conservatively estimated to be 
$17 517,600,000. 

Hut already the policy of the Government in the administration of war 
finances has quite properly included heavy taxation. Of the total money 
raised for the Government's own expenses during the last five years, 
36 per cent was supplied by means other than loans. And the fact that 
thE:' taxing machinery has been organized for raising such enormous sums 
will be very advantageous in planning the after-war administration of 
Govetnment finances. 

ULTIMATE OFFSETS TO DEBT. 

Furthermore, it will be noted, no allowance has bee-n made here for 
the indemnities which eventually will be collected from the central 
powers nor for the debts owed to the British Government br the domin
ions and the allies. While they should be considered as ultimate offsets 
to the British tlebt, in what degree receipts from these sources may 
be available in the near future is a matter of speculation. Eventually, 
however, they will reduce the burdens of English taxpayers, so that the 
ratio between taxation and income will gradually be reduced. 

As regards the internal debt, which is 82 per cent of the total, there 
is involved no transfer of wealth to other countries. The payment of 
interest and principal, it is true, involves a transfer of wealth from. 
taxpayer to debt bolder which may seriously burden the individual tax
payer. How well such a load may be adjusted to the ability to bear it 
will dE:'pend upon the equitableness of the taxing system. And cer
tainly there can be few holders of Government bonds who will not be 
called upon to pay in some part, at least, the taxes which they will in 
turn receive as interest or principal of the obligations. 

The interest and amortization of the other 18 per cent of the debt, 
which is owed abroad, will amount to approximately $360,000,000. As 
an offset, the interest due Great Britain on advances made to allies and 
dominions amounts approximately to one and three-tenths times the 
total interest on the external debt. Payments, in the main, will have 
to be made in the form of commodities or services, which, in interna
tional trade accounts, contribute to the credit or export side of the 
ledger. To what extent England's export trade will be stimulated by 
this situation is problematic. For many years the United Kingdom 
has imported more goods than it has exported, but this so-called un
favorable balance of trade has been offset by international payments 
which tlo not entE:'r into the reports of foreign trade. 

FOREIGN INVESTMENTS. 

Chief among these counterbalancing items in the case of Britain have 
been the returns from invE:'stments abroad- and the receipts of British
ownHl ocean carriers. 

It is estimated that British foreign investments before the war 
amounted to $1!) ,4.64,000,000 and that they now approximate $14,500,-
0001000. Broadly speaking, then, the returns from foreign investments 
that may be r elied upon in balancing the international account have been 
reduced by about one-fourth durin~ the war. Nevertheless, the rpmaln
ing foreign inve tments exceed the external debt by about $8,000,-
000 000, and the yield from these investments at normal rates would not 
only pay the interest on that debt but also leave a large margin to 
England's credit. · 

PRODUCTIVE CAPACITY. 

Nevertheless, the prosperity of the nation will be measured largely by 
its ability to produce marketable commodities for sale abroad. 

The experience of Great Britain in the war is a most illuminating 
example of the way in which war induces a rapid expansion of the 
capacity to produce consumable goods. Edgar Crammond estimates 
that the nation's power of production has been increasetl by about 50 
per cent since 1914. 

Great Britain's industrial position bas rested heretofore upon the 
ability to gather in raw materials from abroad and resell them as 
manufactures. In 1913, 69.5 per cent of the merchandise exports were 
classed as manufachrres, while of the imports only 25.2 per cent were 
so classed. The expanded physical equipment has enhanced the 
nation's power to serve as a world's workshop. 

LADOU FOUCE. 

The number of men killed and those Who died of disease in the armed 
forces of the United Kingdom during the war was approximately 
900,000. The population numbered 45,516,259 in 1911. The increase 
in subsequent years, estimated on a basis of the exc£'ss of births over 
deaths in the civilian population, added 2,057,121. Deducting 900,000 
from the total thus obtained leayes an estimated population at the end 
of 1918 of 46.673,380. 

But even if the population is larger than at the beginning of the 
war; it does not necessarily follow that the actual productive labor force 
has been augmented. There has been a substitution of hitherto unem
ployed women, for men withdrawn from civilian tasks, however and it 
is reasonable to expect that such substitution will be operative in some 
measure in the future. 

INDUSTRIAL ORG~NIZATION. 

The manifold improvements in England's industrial organization 
during the war have constituted the most durable offset to the loss of 
man power. 

It is estimated that whereas in 1872 Great Britain produced 57 per 
cent of the total food consumed in the country, in 1913 only 42 per cent 
was of domestic production. During the war agricultural production 

-

was greatly Increased , some 4,000,000 acres being added to the area 
under cultivation, and this will make the country less dependent upon 
foreign sources of food supplies than before the war. 

STANDARDIZATIOX. 

It was in manufactures that the most significnnt inc'i-enses in out
put were effected. How this expansion was accomplished is explained 
!n part by Prof. A. W. Kirkaldy as follows~ "At Lord Kitchener's 
mstan~e, the who~e world was .searched fot· the best machinery; new 
factones were bUilt, old factories were stripped and reequipped ; and 
the new machinery was automatic, semiautomatic, foolproof, such a~ 
unskilled workers could very quickly be taught to handle. • • • 
We had scrapped all our old-fashioned ideas, our old mac'hines that 
could do very beautiful work with a skilled man behind, and · we 
replaced thef!l with foolproof tools,- whose steel brain did the work, 
With a.n nnsktlled worker to pull the lever." 

OTHER INDUSTRIAL GAINS. 

In other respects the gains to the industrial organization of the 
country have been important. Workers have been ta11ght as never 
before to work with gauge and micrometer. The resulting gains in 
accuracy of workmanship will be lasting. 

Again,_ m~nufacturers have learned much about the advantages of 
standar<hzation of processes and operations in their plants. This was 
brought about in part by the Government in its efforts to bring to 
the maximum the output of all the plants working for the Govern
me~t. U~der governmental guidance there was a pooling of ex
penence tnat has been of great educational value to those directing 
the production of goods. 

~here has been a tendenc;y toward combination in industry, for ex
port trade, and for production. A notable example is the recent dye
stuffs combination. Employers. too, have learned to work together 
more readily than hitherto_. Cooper~tio_n in unusual degree for a 
common cause of such magmtude as wmnmg the wat· is bound to have 
its lf).sting effects. 

PREPAR.ATIOX ( ·F BANKS. 

One evidence of the foresight of financial leaders in England is 
found in the antalgamations of large. commercial banks, which have 
brought tog<;ther huge aggt·egations of banking resources. 
. ~hereas m 1902 th~re were 115. banks in the United Kingdom pub

bshmg accounts, and m 1914, 70, m 1918 amalgamations had reduced 
the number to 57, with assets of approximately $12,700,000,000, or an 
~verage of about $223,000.000 per banJc No such concentration of bank
mg resources has been effected in the United States. Here, in June 
1918, the State, private, and national banking institutions numbered 
28,880, with aggregate resources of $40,726,400,000, or an average per 
bank of $1,410,000. • 

The recent amalgamation movement owes it~ chief impetus to the 
contemplated after-war demands that increased business would make 
upon the banks. With the principal banking resources already com
bined into larget· units, English bankers are better· prepared than ever 
to assist in the development of English industry and commerce. 

The wat· occasioned a large increase in paper money, chiefly throu~h 
currency notes issued directly by the British Government. On July 
29, 1914, the Bank of England bad issued $267,000 ,000 of notes secured 
by a gold reservE:' of QD pet· cent. This had increased by June 18 
1919, to $505,000,000. with an 84 per cent gold reserve. On June 18: 
1919, the _amount of currency notes in circulation totaled $1,677,-
000,000, w1th a golil rescl've of 8.5 per cent. These wet·e emergency 
notes, and the whole amount was, therefore, a net addition to the 
papt>r circ11lation. 

The national wealth, valued at $82.!:i00.000,000 in 11:11-!, is now 
estimated by Crarumond at $116,000,000,000, representing a war-tin1e 
increase of 3D per cent. • 

AFTER THE NAPOLEONIC WARS. 

England'R recovery and industrial expansion following the Napole
onic wars furnish an object lesson that may well be recalled in con
nection with the pt·escnt F:ituation. It is very difficult of course l:o 
institute a comparison between conditions obtaining a century 'a"'O 
and those of to-day. The applications of steam and electricity tn 
indu try and otbet· transformations and developments in the equip
ment for supplying goods :md sPrvices make ours an industrial age 
markedly different from that of 1815. Nevertheless, without pt·es in.,. 
the analogy unduly, it is possible to find lntere:::ting and sugo-estive 
similarities between conditions and problems in Great Britain in the 
two periods. 

England took part in a series of wars that continued with brief 
inten·uptions, fl'om 1793 to 1815. The population of G~eat Britain 
in 1 16 was about 20,000,000. The wealth of the United Kingdom 
at that time was not more than $12,500,000,000. and the national 
income was not more than $1,500,000,000. Nevertheless, the country 
had incurred an aggregate debt of $4,475,000,000, the annual interest 
charge on which was $165,000,000. Thus, approximately 11 per cent 
of the national income was paid iu support of the debt. At the same 
time the total annual expenditure of the Government was more than 
25 per cent of the national income. 

It is interesting to note that the estimate of the ratio between debt 
service and national Ul.come for the present after-war period is almost 
identical with that just cited. The ratio between the total expendi-

~~i~n?:w~~~ 1~~~\t~nb~~e:sJ!~t~era~~~i~~a{8i6:ome is 21 per cent, 
Moreover, heavy taxation during the Napoleonic wars had borne 

much the greater part of the British Government expenditures. Taxes 
yielded $9,732,000,000 and loans $2,189,700,000. 

In spite of the heavy expenditures, the wealth of Great Britain 
increased year by year durin~ the wars. The steam engine was brought 
into general use, and spinmng mills in the cotton and woolen trades 
underwent great development. .The output of coal and iron rose 
rapidly. Both internal and foreign trade multiplied. Exports, which 
ifn~~ll were valued at $155,712,000, were valued at $248,166,000 in 

During the Napoleonic wars there had been issued a great volume 
of paper currency, and prices rose to great heights. After 1797, 
when the Bank of England suspended cash payments, the country's 
circulating media consisted <>ntirely of paper money. 

Shortly after the signing of the peace treaty there was a great 
slump in prices, and the years 1816 and 1817 were marked by a con
siderable business depression. Poor crops in England contributed 
much to this result, and another cause seems to have been a misjudg
ment of the after-war continental demand for English manufactures 
and a consequent speculation in commodities at prices which . proved 
disastrous to English traders. Whether t he Continent's inability t o 
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offer goods in exchange outweighed the influence of English tariff re
strictions aimed at the Continent, it is . impossible to say. .In either 
event the result was the same. The Continent had need of English 
goods, but was not prepared under the handicaps existing to pay for 
them. 

Dut in 1818, despite the temporary setback, British industry and 
commerce made noticeable gains. By 1820 a period of rapid indus
trial growth had begun. What bad seemed an ·unbearable burden of 
debt iu 1815 was borne with comparative ease. 

THE OUTLOO~. 

All in all, the outlook for industrial progress in England is favor
able. The manufacturing capacity of the country has been greatly 
increased during the war. Even more notable have been the improve
ments in ports and warehouse facilities. Ships are being turned out 
rapidly, and the British merchant marine still exceeds in tonnage 
that of any other nation. A system of preferences which unites the 
various parts of the empire commercially more closely than ever before 
will give the vast colonial.resources a new significance for the develop
ment of British industry and trade. The position of London . as a 
world finanrial center still is an exceptionally important asset for the 
period of rehabilitation. 

The recent removal of restrictions on the exportation of capital 
for investment will naturally result in an expa~:sion of the export trade 
an(! a stimulation of domestic production. 

Much depends upon the spirit and temper of a people. Their record 
of achievements in industry and finance has amply demonstrated the 
capacity of the English for doing big things in a big way, and for 
mee::ting emergencies with the requisite energy and ability. 

In view of the advantages accruing from a century of progress in 
the realms of industry anti finance, it may be expected that Great 
Britain will again recover from the effects of war no less quickly. 
than it did a century ago. 

FnANCE. 

'l'he surprising military achievements of France In the World War 
attested not only the fortitude and morale of a great people but the 
strength and adaptability of the country's industrial and financial or
ganization before the war. Because of the sacrifices in men and 
wealth which France made in support of the common cause of the 
Allies, all the world is interested in the reconstruction and readjust
ment of French industry and finance. 

.AREA, POPULATIO~, AND DEBT. 

In area continental France is more than four times as large as New 
York State. The population in 1911 was 39,601,509. But in thinking 
of France as an economic unit its vast colonial ·empire must be in
cluued. In addition, France now regains the lost Provinces of Alsace
Lorraine, with an area of 5,605 square miles and a population number
ing 1,874,000 in 1910. 

The war losses of France in killed are estimated at approximately 
1,385,000 men. In the 77 uninvaded departments there was, from 
1914 to 1918, inclusive, a loss in population of about 1,070,000, calcu
lated on the basis .of reported births and deaths. 

The national wealth of France before the war was estimated at 
$67,000,000,000. But in computing the value of national wealth at 
present the changed level of prices should be taken into account, and 
inasmuch as prices rose from July, 1914, to .March, 1919, approximately 
289 per cent, it may be assumed that a revaluation of France's national 
wealth in terms of money values to-day would give a figure well beyond 
$100,000,000,000. 

The total debt of France on July 31, 1914, was 34,186,147,969 
francs, or, at par of exchange, $6,593,278,296. The debt in March, 
1919, was approximately $34,908,000,000. Some $1,388,600,000, how
ever, bad been advanced to the Allies. Taking no account of other 
offsets, the net debt~ computed by deducting from the gross total 
the advances to allies, amounts to approximately 173,000,000,000 
francs, or $33,389,000,000. 

The paper money in circulation, notes of the Bank of France, on 
June 5, 1919. amounted to $6,628,905,000, backed by a gold reserve 
equaling 14.7 per cent of the face value of the notes. On July 30, 
1914, the note circulation was $1,290,000,000, and the gold reserve 
was 61.9 per cent. 

Of the total debt, about $5,785,000,000 is external. As offsets to 
the external debt, there are French investments abroad estimated at 
$8,100,000,000. 

ABILITY TO CAnllY THE DEBT. 

As. estimated by Ribot, the peace budget of France will require ap
p_roXImately 16,000,000,000 or 17,000,000,000 francs, which is three 
trmes the bud11:et of 1914. The service of the debt, which he estimates 
'li:~~c~e 200,000,000,000 francs in 1920, is placed at 10,000,000,00(1 

In view of the foreign investments anti the expected payments of 
indemnities by Germany, it appears that no great difficulty will be ex
perienced by France in caring for the external obligations after the 
resumption of normal peace activities. 

The internal debt i.s so large that only by means of heavy taxation 
can the necessary revenues for its service be obtained. In view of the 
sudden invasion and the overruning of a large portion of French terri
tory, it was deemed expedient to rely during _tl;le war mainly upon 
borrowing. Until the taxing machinery can be reorganized it is prob
able that considerable further borrowing on the part of Fr~nce will be 
necessary. Ultimately, taxation sufficient to meet the expenses will 
have to be levied. The exceedingly wide distribution of the holdings 
g? ~~~~~it~n:~ee~~~e~;o~ ~~iitf~~:h people should f~cilitate the raising 

The key to the solution of the fiscal problems confronting the French 
Government is industrial. It is important, therefore, to note the degree 
of preparation already made for the present industrial tasks and the 
development and utiliza tion of latent resources. 

RECONSTRUCTION DURING THE WAR. 

Th~ re~lly won~er!ul E-fficiency of the French nation as a fighting 
orgamz~tion was .m Itself a guaranty that the nation~l equipment for 
production was. highly develop~!. Nor ~as !his magmficent equipment 
for the productiOn of the materials requrred m war used up in a single 
supreme etl'ort. France was not exhausted at the close of the war as 
was abundantly shown by Its power of offense to the very end. It was 
not necessary to adopt, and France did not adopt, the slogan " business 
as usual" in order to preserve intact the capacity for peace-time pro
duction. Efficiency in a long war necessarily requires a high degree of 
provision for industrial production in peace. 

The Departments of Nord and Pas de Calais, which were overrun in 
the early weeks of the war, were among the most highly developed indus-

trial sections of France. The districts occupied by the enemy repre
sented more than 50 per cent of the .nation's coal production, 80 per 
cent of the total iron-ore production, 66 per cent of the steel output, and 
~8 pet• cent of the pig-iron output. The textile, beet sugar, and . other 
Important _industries also suffered greatly. 

However, production was not paralyzed. So resolutely was the pro
v~sion of food undertaken that by the spring of l!H6 the agricultural 
Situation was almost as satisfactory as it had been two years before. 
It is significant that between June, 1915, and June, 1917, the number of 
cattle in France increased appreciably. 

INDUSTRIAL EXPAXSIO~. 

In various lines of industry there was expansion of the capital equip
ment as the war progressed. New plants were constructed and old ones 
were enlar~d. In addition to the construction by the French, many 
new works and improvements were made by the British and the Ameri
cans, chiefly transport facilities. 

The rapidity with which the French put new plants into operation is 
indicated by the results of an investigation made by the Department of 
Labor in July, 1917. Mines, quarries, railways, tramways, and estab
lishments which were under the supervision of the ministries of war 
and marine were not included in the mvestigation. In the 52,278 plants 
investigated, which were engaged in what may be called civilian produc
tion, it was found that the number of employees at work in July, 1917, 
was larger than before the war; the figures being respectively 1,559,-
393 and 1,524,959. -

The construction of new plants and enlargement of old ones was 
widely distributed among the several branches of industry. The chem
ical industries necessarily were greatly sti..Iilulated. Before the signing 
of the armistice the production of sulphuric acid bad almost doubled 
the prewar volume, and the output of nitric acid had been increased to 
thirty or forty times the former production. 

In the field of mechanical consti·uction the war occasioned the re
newal in large part of the tool equipment of the French factories. 
Much of this equipment was obsolete and its re:placement with more 
modern machine tools marked a permanent gam. The scarcity or 
workers in many cases was largely offset by the introduction of labor
saving machines. In fact, the utilization of machinery did not merely 
replace former workers, it carried production to levels never before 
attained. 

COAL AND WATER POWER. 

New coal fields helped to replace the output of the mines that hacl 
been seized. The iron deposits of Normandy gave rise to an important 
smelting industry in that region. 

One of the most significant of all the industrial developments during 
the war was the expansion of hydroelectric installations. Of the esti
mated 6,000,000 horsepower available in the country, only about 
650,000 horsepower had been brought into use in 1913. At the end of 
1917 there had been added some 374,000 horsepower, or more than half 
as much as all the developed water power in 1913. These new power 
installations have profoundly influenced the metallurgical industries. 
Before the armistice about 50 electric furnaces were producing steel. 
with an estimated capacity of 800,000 tons annually. A beginning has 
been made in the electrification of railways, and it is expected that the 
work of further electrification will be pushed vigorously. A full 
utilization of water-power resources would result in a saving of ap
proximately 30,000,000 tons of coal annually. 

The principal sources of hydroelectric energy are in the sections of 
France least exposed to invasion. This fact and the development of 
transportation in central, southern, and western France during the 
war, including an enormous expansion of port and terminal works, coll).
bine to make relatively permanent the new center of French industry. 
And this means that in many cases the destroyed factories in north
eastern France will not be rebuilt on the old sites. 

RECOVERY OF ALSACE-LORRAINE. 

In addition to this reconstruction behind the lines in France, the 
productive equipment of the country bas been greatly enlarged as :1 
result of the restoration of Alsace-Lorraine and the control of the coal 
mines in the Saar Basin.· 

Throughout the period of German control agriculture and manufac
turing in Alsace-Lorraine, already important, continued to develop. 

The recovery of the Provinces is especially important for France, bow· 
ever, because of their mineral resources. The iron deposits in Lorraine 
it. is estimated, amoupt to 1,800,000,000 tons. They occupy an area ot 
approximately 1,660 square miles. The output in 1913 was 21,000,000 
tons. While the coal resources of Alsace-Lorraine do not correspond in 
volume to the iron, the control of the Sr.ar Valley mines will offset tho 
relative shortage of coal in the recovered Provinces. 

COAL RESOURCES. 

The coal production in the Saar Basin before the war amounted to 
about 16,500,000 tons annually. According to the terms of the treaty 
of peace Germany undertakes to deliver to France 7,000,000 tons of 
coal a year for 10 years, and, in addition, an amount of coal equal to 
the difference between the annual production before the war of th~ 
mines of the Nord and Pas de Calais, which were destroyed as a result 
of the war, and the production of the mines of the same area for a 
period not exceeding 10 years. Apparently, then, the coal resources at 
the disposal of France in the reconstruction period are to be in excess 
of the coal vroduced before the war and the iron resources will be 
greatly supenor to those of the prewar period. 

POTASH DEPOSITS. 

The potash deposits of Alsace also are important. The output in 
1913 was 350,000 tons, althou~h the Germans had never found it neces
sary to work these deposits mtensively under a policy of artificially 
restricted production. In the coming years unusual emphasis will be 
placed upon the enlargement of agricultural production in France : 
and every domestic source of fertilizer will facilitate the expansion of 
agriculture. 

Alsace-Lorraine was the chief seat of the GerQJ.an cotton mannfactur· 
ing industry and was also nn important center of the woolen industry. 
The number of cotton spindles in the returned Provinces before the war 
was one-fourth the number in France. Other important manufacturing 
indusb·ies in Alsace-Lorraine include glass, chemicals, and paper. 

WILL DEVELOP llfANUFACTURES. 

The indications are that France will not revert to the prewar mdus
trial position, characterized so largely by small-sca le producti'tm of 
tine-quality manufactures. Doubtless there will be sufficient hand pro
duction and concentration upon luxury articles , but the main develop
ment promises to be the building up of a great manufacturing center in 
line with prewar developments in England and Germany. Fundamental 
bases for such a development are found in the coal and iron which 
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PRQIJJ!E"CTIYJ:r; AtmWl:L:t:UIJJ\n. :oaw;J;~~E~. ; llint. syst~ of" ag_ricrr.I't:urell edUcation, lb'W l'llill'Oad rates, gt}o_d roruls, 
.&'! a n~I'Y pm·t of' the- i:n.dbstrfal' d.eveTo}"}1U"ellt or France- in· t-be> I a.ndl a· SJ.>I>r'itr o~ ~utun.l nelP.fuDl'Css! as- shown: by, the mor:e: tfian l,llO.O 

:n!CQDstruction. poetiod; much ~fiasis is to b" ~lru!ed uJ!On agriculture .. 1

1 
~oopm:ative sou1 ~ liaye· aU contributed t9 the- gros]2e"dt:y o:f tb.e. f-arm

ID!m-e wa a n-octr.eaule- extension: of the- U!m o~ agrfcult'llt'al maclli'llecy• mg ellimenn 
before the war, pa.tticularl:y in northern France. The timulus to tne 1 I!DPOI'ttlnt . as hus l>een t-he· unparalleled· deveinnment ot.. Belgium's 
use of machinery "\l'"hioll ha& bee.w oc-casioned by the war will not be> ' agmc_nrtm~ It m tne• monufaetul'in.!r an.d reluted indUstries) dlversi'fied 
tlissipatedi a.t. nn.ce. ~he, f'Ilo_rmuus cav:amt~· o:E tJlm ]'nenc:hl metallu-rgical] and rntens1vely developed, than lia'Ve glven• the· country so prominent- a 
ind.nst.tie will! fin.dJ on~ of 1m natuJ:..o<tl outlets: :i.)l tim: pcoductrl.om of wm1 place among the conun.t~.t<riat nati:nn 
mac.hib.ery. . , (l@Ait. Al.'l'l>• mo::; m:IrQStTS. 

~ v.tew ofi the-· unnor:tan:ce ili,at the" d~ol!lpm~ ot:- ~e ~!l-et tro..de> 1 Ant iin}rot•t::mt IW3' t{) :r natfion·s indu:stria:l! progTes and· nos.sibilities 
~t!'.~'% r~ro~:-:~'e:J ~~F~~~P=t:!.trll! Sl~C~ ~ is its (!Ofi[! supply: Fbl" some· yt>ars· befot•e the W.a'I the outnut averaged 
thlt· w~· ha..v.e been <lillset: by new construction. and: pm:~~o~:- 00101:. : ~.J:l~?UO'- 23',0~,ou~ tOUBJ a1ldl untH ~99T Bel.gi\llll! eXI}O~dl more c.qa.r than 
con.str.uctiml is· und wa~ and: a port:Wn of the- indl?mnitzy; · <JX.a()tedl 1 _unp~Dteat SUroe· 190T., llowever, Increased dome~c con:sumntiqn, due 
of. Gemnany.· will be- paid: k ll'Irul.ee in the foon O"fr marchaim shjps , puma.rily to tJ.le verr. ._tapid growth. of industries;, ftas· broug.ht; about a 
JiJoJ'dlS. Regjste Qfi SbippJn.g; J'Uile; 1.!91·9~ sb.m th:ftt the- tonnn~o of.' 

1 
re~sal. o.f tbi. comnnon. '.U\\'o yeM's. beftu:e tho.. war- Bt!lgium. was- C!ln· 

li'Ntn<m' m:er<:.han:ll fiellb exclle.ds tlto praw.ru: ~~~·rQ, summ~ :e ... pen ~enu mor. eoan tllru.r t-he domesti.c> produ.ctlDn, th.e llll-
- · - ~ · • pot,ted1 aual aommg- pt'.ibCipuily filom Gm~mn.n.". 

SPE:EUY n~PE.namrn:s.. Along with the coa.J.J wsouxce8' Bl! the: soutltcr-n· Ptavi.nc.cs 'are- ri-ch 
Tlle F:tencll. people ha..ve maae sur~tisinat progJ:e ·s. s-ince the a.J.>nll I de~osi~ ot'"._lr.ono Ol'C\ but! owing. in JIRTtr to lega r stri:ctio:ns: gD»'eming 

gtloo_ in l!Wldjusting_ ind.nrtcy; to, a, Pea® baSis.. .A e~UJI..Vi as FGbruallY · the e.mractiO!J' ~ tneso depo$its 1!lJc· ~ductlon· of ore- 11aS' Deen mall 
l~lU', tJ:ie Jll.iniSter OI industrial. reu~ust.J:untion neportetl tlUUr 011:17 Q.t} a.' j fur fP fo~ t!IIDC. li{OWG¥Ct',,. ::8\!tgllllll. 50• bl\l:Stl ful~tra.CeJ? pt..'Qduc.ed ~ 
total. nt 1,10..0,$>00 ~lo!~ees. oocuuwd, on No :embel' 11!, :t9a> Ul a.. 1 1:91:2, allie:fl7 :fit'ODL 11.uxembmg· ot>eS,. !!;3Qe;OOO tons' ~ Plq. iro:n.. 'this 
grGJIP of. Q'Q¥-ernmen± and: nri..v.ate pJ.rults., 1,300,000 w.e.re thfln ohgpge( I outlputt o1' ioon: w11a reflected! in tb:e coU:rrtJ•y's pl'OSJle.rous ft:e'El! i'ndu tny. 
in peat:eftut pu.J:BUit ' · An inv.estigation b:y th Deuar.tmentr oft Labo , i:ru . • M1:hough tlie• ~.eal busuurs."'-' m an o-Jdl and'. weJl1-establ1shed! ~ tt has 
Aptit. :cev.tml d. th fll.ct.. that- the: memploiVm.ent ot the w:.Uil· wonke~' int I recently exye.nenc.ed a rem!U'kable ex~;>answn.. In tfi'C decade before 
IJa:ac.e- a.cti;vities, had. w.;ogressad remurl!iabl:f welli t-he· ~ ~lg}~· mcrea.scd 1.ts.. prQuuction· ll{iO• per cent, tlnr toW nro-

Qn.c .of"tii.& most_lrt;r~ing. d~elonments o th.a reaonstJmatiOllt verio«. is- 1 ~ctJio~. bemg, I'n• round! number~~. ~.50JJ,QQO· tons. The o~t- ot. fib· 
fbund m tlle rapidrty wJth wJu.ch!the mean ot co.m:mu:nica.tion· dastroyedl ' 1s.lted uoll' and ~I W1lS :n~Ny tlll e~ess of. the· domestiC' ne'l!ds; and 
or impaired during tlie. war, have. heen. re.stur.ed.. It is reported that 90, j thet·e wa& a• g:rowrng mn11ket. for the hig~grane Belgian steels; famous 
per cent of the destroyed railways- have- be-en reconstructed. and thatl 1 th v;ror•Itll. over. · 
3PI>ro:::ci.mately; one-.thil'dl of tile- high~\YSJ dll.magea auribg the- war na.v~ In koopwg- wil:Jl' tr1e development of! tliP iron an.dJ steel industry t:liel·e 
been llepatred. Th ministe.n- of nuera.teu. regions rQJ701:1X!d in June- thati has. been _ a s_ignificant expansion o~ vru:.ious- rel:lltedl line o~· man.uta-c
'ro',OOO· houses ha.d aJ.rea:dov l>e:en r.epait:a{4 that r.o 000• new luluses had l tm;mg, espec1aU mMhine aml! engme> works, andl the- constructi1>n of 
been completed, and that between 55,000 and. 7.01000-llou e& were- UJHfer ' ratr~ _eqp~pm:sn . aiUI: nuromGbile . 'Ube zinc;. learll c11emi.cm, glass, 
<lonsb:ttttimr. , andl te.x:tilo· rnd\let~nes are among tbe otil& Dl"Ol'Et impo11tant- enter)1I:illes. 

ABCE TO SUPPLY !II:UU.rt EQt:T~~'I'. l 'Uh':re· a11e more- miles. otr rai1·W!l~ in Belgium in· proportiiJ:n· to area 
While. a;_ great ~m.l! o.C r!hw ma:tetia.IS- ~om. aJJro~ wilf l>~ require~ inJ 1 ~~~ u\,;n£b~t~~~~untr:y. Practically all the standat'<frgauge> coads a•re 

the wor.k.ot.rehal>ilitatiiJn, tou t-he.IDDat.:~m.rt F t cnch.ihdustnie a,rQ.tliem- l Tile Gpcratrlon otl tne State raWwa-ys sin-ce 1835 hn~ tlcen financially 
sel\""~S. able. to- suyply the. n'Cce sary e<IJ¥.pmen~ Th~, gro ll.Jle-lli IS _notl successful. The capital invested in the roads in HH~, 320;000,000, 
for~ machines anti t<l.OJ.£, b.trt:. !llatQrlll.ls, W.Ltll wbiclL to. opara.t ~Uc w-a-- equal to two-thitds. of tfie Stat-e de.tH. 
~qu?tnnent, T1ie c.aunt.r:y: is. ba~dl.aapycd. somaw.ha.t at tile ptese-n.t time, 1 '.GbD B.Wgia;ns h.a1'e foe , )..QDg, tiJ:nD. hfrld. a. puomineni1 position in in-
m its- purchase of' materials ah~;o~tt .~F the untfl.v;onal?le eXJ::J;Iange rrutas.. OOilllati:ouo.ll finanae. hlle est:imtl.i:ed: volume of 1Xn:eign, imraBtlnents· in 
As an offset, p.owev~, the deprEtamtion of to~ fra?c m for; •gD; m?-rkets 11·9.11 ll~ ${)4!J1Go<i,p£W, aimosti tw.tce tlle PI~esen.t- oxmrnall debt.. Bel
tends to restnct the 1mportaa(;nr of' goous which ar e not es:senhal m the J gjall.l. aap"Ltal i. fouPtlin a.~ variety, of: enhenpJJises almost all ov.er 
necessary. work.. of recOil'StDuc:tion the wol'ld Th · · B 1 · b k in '1 t · '-'~- ..... Moreover it doe notr fQJ..lQw- tha± French. industiJ-rn can. t dl . . etP a~e c gtan an s, m es, r:u way , e c., llli ""'u.w.~. .,....n..:• 1 1 . .. ... , tb -... . " D'O Pll~ 1 Amerum €hin14. Sl)am. and.J I1JaiN, and< more- th.an lGO tram..way and 
~ceess.LUU.J on a u.~ sea. ~ u~ H ........... :nc IS res:u:u:e<L 00: .Pill' ttiJ eleam·iu-y.owen ontery•i~s in~ variOus- DIU'~ of Euuope>ll.o."\"te beem finanaed 
mteVJatiDDal exn~. It IS J1QSI!'i.ble tllir.t a. measu£e otl. stab_i!ity. aon1 mth. Belgian eapit¥tll. 'Ehe· gra:rter prun1r <It R.usshl::s- pig:. iCOJlJ output 
be- obta!ln.ed whic.~ will e~bla ~ E'r<n~'ln p!Klpla to' canduntJ ~l tnaxlc · before the war was p r oduced. by Beig:ian: comp1Uli.es< re'Ceril;iy· QBtabl.islu!d, 
adv:m~eous.ly ~tth ou . 1ders altb.mxgh_ tha- fr:utC may J:emam. fo.t: a or· llF fivms in mhichl Bel"'ian- c.:wita.L was- il:ntesm<li Bclg:i:an:. aompanies 
Ion~ "time! at. d.is:!::ount llli Qtlnm mar.Jm..1B; :md.t especiJlJ.!,;t ilL the 1:l:ade ' lli ... ..1 .t- fo . .. . · ' ~•, · 
with uth.er.· nations who~ ~hanges. are notr an pan thf! difficultlils willl SUI!Il e,.. eql;'-'pmBn . . c num~~us: t:rmn~.:llY· m. om:· wa~l'Dl w..ties, a:nd 
not be insuperable: · man · .A:meclcru:t. utilit ealll'Itiga axe stiit G"Wira U~ llolgUtnS. 

TIIF. RF.U?OVRRY (}Ir FR.~:-fCB" NJr.rnn 18'70. I DESTRUCTW.!\' OF l?ROPEJlTY B IJILC.'\G T:a:E WAR. 
Aft h d · · ...,.. t t: • .,. n ~ f tl 'l'be nafu>naJ.: wea..I.tlL o~ Belgjrun.. mas estimated• in. 191.2. at 20,803,-

. er t e ecunve deu:a a u.•e. anus o :e g-ermans, Franc~ agree. ' OOO;OQQ fl:ancs, . oc avproximate~ $0,0.00.00. 0,090.. rn. consiU-enllig. tile 
1~ the t:r:eaty o~ 1~71 to surrender M: a.ce--:eo,rra~e and ~o pay_ m add~- l ratio o.f the d.ebt to the value• of tlle wealth at nl\e pr ut time. it must 
tion. a:n: mdnmni.tJ o.t 5,000,00?,QOO' ftancs: "±thin at P nod. off apncon- ! be r.ecognizud tl1a.t llQ.tU aru t!~I:e sedi in terms ot: a monD;}' whosa ''able 
mntely thpu!: Yea.DS~ .It is. w:en km:mm: t.h.a.n FM.noo dlsplaya~ remarkable , is gl'eatly befow tJlat of pcewar tlmos 
rec~r:aove- IJ"O"'Yer~ m th.e :ftlc?· ~ft suoll tremendous obstacles. Th.e• in-. lt is well kn.o;ru1. thu.t t.J::to' Germa.nsc '(Iest.rQyatll anll, clll'riocl a.w.ay ~reat 
u:emnlty. was pru 1m a.. shorter.: tune- than ll.ad been allotted: ;n'bll some, I qua.n.ti:ti~s, ot w.eallli IIow muab.. ot this was in the' torm ot Mlati'v.ely 
ye_~:t.rS; after 18'7:";L th.o· m.dustJ:y and trade of' Fr.s~ae gavo- c~tdenca• ot' f:bted' capita.t enninm.en as- computed with. oonsump.tion '"'OO<ls it is im-
unusual. pt:OSJ!et.Ity. It IS note\\wnthy that approximately- :tlbm-fif:ths. ot · . · " ... ~ " 
all indemnity payments were in bills of exchange and not in mon-ey.. · possible to say. . . 

T.he.re> a.re. ot c:ow:se-, mar.ked diffarences. between. th·s problems. which By the terms. of the peace tre!ltY Be!gmm is ~o ~e compensatctl for 
aunttontcd wrance in 18:71. and thosa ot to--day. But, i1:· after an. over- all the d~tructl.o~ or appropriati_on ofr _prof:eDty 1.nmdental to !he wa~. 
whelJning:deilla:t a.nd· tli-a ro138 otan ilnportant por.tialJ1 of Frenm• mrribox:y . But th In_q.em~ can: n:ot.: I?e ~~ediaoo ~ ruva.ilable· in. fu~, nor, 1f 
the' na:tiim. -mas able> to recov:er so r.a:\)itll'y ih the:- seventies, now lnnrrtened ' !'he~ w~r~ i..nlm.eiliJl.t~ly - oollbctible, could! they be trunsro~e.d at oooe 
by victory lllld wltlu pnoduc.tive eqwplllQllt- enlarg~ rt ma~· be expe-cted . mto bmlpmgs,. m:rcb.b:leJ:y, etc: ~ an.v ErVent',. the: cou.ntry lS. conf:ronted 
that recovery in the preaentl. p.eriod oi reconstruction will be no less; l with :ll Sltmrtio:n. cllara.-cteriZed! <;hia~ by a sho-rtage both of cQnsumuble 
phenomenal tha.n in. the. earller period.. France is in a. fayomble si.tua- t goods arul the w nns of prqdnmng tbeiill 
ti1>n witb. reference to the e::qmnsi.on or the naiioU:s trada with. the· I nE~STRUCTIO:'f A.CTTVITTE8 . 
Neal: ~a-J:Jt; and the French. c:olonies itr ya:rticular The ttmdn.men.ba.l I k repo..ct. made· ea.r-cy ill.. 19lJT, attar ib..vestigation bl{ the cent.t:aJ. ill
ecO?OlDlC: SJtuatio.n a:ppe.ars to_ ~ on- a sound bams.. Wit}). sQDle. ou.tsille ; dusb:iai: committee of' BalgilllJ4 sh.owedi that the~ uondition1 of Belgian 
ass1:s~nce- in. the f?r.m.. of capltaf a.n:d. labor.. tll~c. may ba nu:Ut up. a · ibdustrfes was not so unfn;v;.o.mblo 3.!3' had' gonerany. been supnosed. It 
great-indu-strial nation-the- new Franca-, shal:ing 1'n. tbe exvalrding. wcu;ld was found tbaJ; mort. of t1le> illdnstrtes, could resume. operatioll' in part, 
trade- on a seal~ commen'Surata witil. tlie. conntr;r's. I:eso.m:ees and ad- 1 at least,. imm.edlatel',\:1. Baits an<L other accassoxro ·· of the- indu t"Cial 
yantageous loeabon. · plnnts had' in many- cases Deen removea, but the deliberate wreck in~; of 
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plants was shown to have been narrowly confined. The Germans had 
need of the output of various industries during the occupation and 
these bad been carefully preserved. The greatest handicap was found 
in the inability to resume adequate operations promptly in the basic 
metallurgical industries. 

TRAXSPORTATIO~. 

The main Belgian railways were completely Germanized during the 
war. The rolling stock which fell into enemy bands was in general 
worked almost to the point of destruction. Rapid progress bas been 
made in restoring the roads to a workable condition. Considerable 
replacement of equipment from German stocks bas been effected, and 
practically all the stationary equi~,>ment has been so far restored as to 
provide slow transportation of freight about as in normal times. 

An interesting project in connection with the reconstruction of Bel
gian railways is the proposed electrification of the whole system, the 
power to be supplied by generating stations in the coal-producing areas. 
The project has recently received official sanction and work is expected 
to proceed promptly. 

LIGHT RAILWAYS. 

For its sizE', Belgium had a larger and more efficient system of 
narrow-gauge local railways than any other European country before 
the war. In many sections rails were taken from the lines and relaid 
by the Germans. Rolling stock was also commandeered. 

However, the business of the light railways, as measured by the 
receipts of the company operating practically all the lines, continued 
to grow throughout the war period. The receipts were $4,543,000 in 
1914 and $8,.198,000 in 1918. Dividends grew year by year from 
$1,172,600 in 1914 to $1,691,750 in 1918, while appropriations to re
serve increased proportionately even more in this period than did 
dividends. 

ronTs. 
The port facilities of Belgium were damaged in varying degree by 

the Germans. Their repair was no less urgent than that of the rail
ways. The work of clearing obstructions was undertaken immediately 
upon the signing of the armistice. Within a few weeks navigation be
tween the sea and Antwerp was completely reestablished, with all 
buoys and lights relaid. The cargo-handling facilities of this port are 
in good condition. Work at the port of Ostend has been pushed 
vigorously, and by April the harbor could accommodate vessels of 14 
feet draft. 

These examples are indicative of the rapidity with which the trans. 
port system of Belgium is being restored. It is characteristic of Bel
gian enterprise that, in addition to repairs to ports and waterways, 
certain improvements planned before the war are being made at the 
same time. 

RESUMPTION OF DiDUSTRIAL ACTIVITY. 

Inasmuch as Belgian steel and iron manufacturers and other allied 
iron and steel products comprised over 12 per cent of the total pre
war export trade of Belgium, it is necessary for these industries to 
resume operations as soon as possible. Furthermore, as textile and 
other manufacturing plants have been stripped of machinery, it will be 
necessary. for new machines to be installed, and it is desirable that the 
Belgian steel works should assist as much as possible in refitting these 
plants. 

Although the Belgian steel companies were in a very bad way, due to 
the destruction of most of their property, several mills could operate 
at the time of tne armistice, and others have since been put in order. 

Some 10 or 12 of the largest steel companies in Belgium have under
taken the formation of a lar~e steel corporation similar in plan to the 
United States Steel Corporation. Each of the plants, it is understood, 
will specialize in some particular branch of the steel industry. 

There are multiplying evidences that Belgian industrial life in gen
eral is st~adily and surely resuming a more normal appearance. 
German pnsoners have been used to advantage in clearing away the 
d~bris of ruined buildings and in other work. Many carloads of ma
chinery and fixtures taken away by the Germans have been returned 
and set in operation. And reemployment of the workers at high wages 
has resulted in the withdrawal of public aid from nearly all of the 
800,000 persons who were being assisted in November, 1918. 

And official reports indicate that the yield of this year's crops will 
not be much below that o! normal prewar years. 

CONGO. 

In the Belgian Congo there is an asset which will prove of increasing 
importance in the future development of Belgium's industries. In .area 
the colony is eighty times as large as Belgium itself. Although situated 
in equatorial Africa, its climate is, on the whole, much more salubrious 
than that of most tropical countries, because the greater part of the 
country is a comparatively high plateau. 

Since the annexation of the Congo by the Kingdom of Belgium in 
1908, industrial enterprise there bas been concerned chiefly with 
preparation for a comprehensive and well rounded development of the 
colony through the exploitation of its enormous resources-agricul
tural, forest, and mineral. 

Among the surest evidences of a wise preparation for the future de
velopment of the Congo is the official recognition of the fact that the 
foundation of a stable economic life and of enduring general prosperity 
there must be found in agriculture. In 1910 the Government began 
~io~~mprehensive program of agricultural education and experimenta-

Quite naturally the development of the transportation system of the 
colony began with the uti:Uzation of the Congo River and its tributaries 
the world's second largest river system, with about 10,000 miles of. 
navigable water. ~ In January, 1916, there were 1,165 miles of Congo 
railways in operation. Important additions to this mileage have since 
been made. From the navigable Upper Congo River it is now possible 
to go by train to Cape Town in the south, and to Beira on the coast 
of Portuguese East Africa, and by train and steamboat across German 
East Africa to the Indian Ocean. 

The vast mineral wealth of the Congo includes copper tin gold 
diamonds, iron, and coal. The chief mining interests are 'the 'copper 
properties in Katanga, the southeastern section ot the colony. Only 
a small proportion of the total deposits are being worked but the 
estimated output in 1918 was 40,000 tons. ' 

The colony's exports and imports in 1913 had a value of approxi
mately $25,000,000, and in 1916 the forejgn trade exceeded $38,000,000. 

BELGIUM'S CHIEF ASSETS. 

The depletion of manpower in Belgium during the war was not as 
great proportionately as was experienced by most of the belligerent 
nations, for the sudden rush of the invasion made it impossible to 
mobilize a large number of the men of military age. 

The proved industrial capacity and dependable character of the 
masses of the Belgian workers are the nation's best assets in the present 
emergency. The record of the nation's achievements in the past and 
its quiet and confident grappling with present difficulties are the surest 
guaranties that the Belgians can and will conquer in peace as thf'y 
conquered in war. 

ITALY. 
The definite completion of Italian unity as a result of the recent 

war affords Italy the first opportunity to use the country's economic 
resources freely in the creation of a modern industrial system. This 
achievement has been made at great cost to the Italian people, of 
course.. While the national debt has been greatly increased, at the 
same hme the country's economic power has been enhanced. 

The estimated value of the national wealth before the war was 
$16,200,000,000 ; according to the estimate of the finance commission 
for reconstruction in Italy, the wealth at present has a value of 
110,000,000,000 lire, equivalent, at the par of exchange, to $21,230,-
000 000. 

The debt of Italy on March 31 1919, including paper money, was 
67,667,454,963 lire, or $13,079,91S,807, of whicl:). about three-fourths 
":"as internal. The external debt, amounting to $3,330,141,784 con
Sisted entirely of credits extended during the war by the United States 
Government and Allies. The prewar debt was approximately $2,631,· 
748,000. The annual interest on the entire debt as of March 31, 1!H~, 
is approximately $577,234,230. 

CURRENCY AND FINANCIAL POLICY. 
In July, 1914 State notes outstanding totaled $96,307,000, and 

bank notes $421,319,000. On November 30, 1918, the State notes out
standing amounted to $403,177,000, and bank notes to $2,238,221,000. 
At the earlier date the ratio of metallic reserve to State notes was 
26.5 per cent. The corresponding figure for bank notes was 68.1 per 
cent. At the latter date these ratios were, respectively, 13 and 10.9 
per cent. 

The adverse effects of this inflation have been greatly tempered by 
the adoptioll'" of a sound taxation policy on the part of the Italian 
Gove!nment. Additional war taxes were imposed to meet added ex
penditures. The success of this taxation policy is indicated by the 
fact that the ratio of debt service to revenue receipts, which in the 
fiscal year 1912-13 was 23.6 per cent, fell below this figure only once 
during the war; in 1917-18 the ratio was 25.5 per cent. 

Signor Nitti has estimated the peace budget of Italy at approxi
mately 6,000,000,000 lire, or $1,158,000,000, which is considerably less 
than the total revenue receipts for the fiscal year 1917-18, and is 
about two and one-half times the prewar revenue receipts. In this 
estimated peace budget the debt service will consume about 50 per 
cent of the revenues. 

LOCATION, AREA, AND POPULATION. 

Italy is situated within easy access of the Atlantic and Indian 
Oceans and I;las, therefore, special advantages for commerce. More
over, the Italian Peninsula forms part of the shortest route from Euro
pean industrial centers to the Suez Co.nal, and transportation across 
the Alps is facilitated by four or five lines of railway and by well
constructed roads. 

The _total area of Italy, with<!ut the new accessions of territory, is 
appronmately 110,632 square miles; the estimated population in 1915 
was 36,120,000 people. The war losses totaled 462,00 men. 

Ital~ has ~een handicapped by its lack of coal and iron. While 
there IS considerable agricultural wealth, Italy's greatest asset has 
been its population. The growth of population was such as to give 
rise to h~avy aJ?.nual migr~tion, and one of the country's principal 
means of rncreasrng the national wealth has been the receipt of money 
from Italians living in other lands. · 

INDUSTRIAL EXPANSIOY. 

. Italy. has h!!-d. a long, hard struggl~ to recover lost ground in her 
rndustnal activity in comparison with the countries of northern 
Europe. Up to 1860 the best of her energy and the lives of her sons 
were sacrificed to obtain national unity. Since 1860 however Italy 
has striven to regain the lost ground, and up to the' outbreak 'of the 
war she had succeeded in no small measure. 

Although Italy is primarily an agricultural country, considerable 
progress has been made in manufacturing. 

The continuous economic development of Italy is illustrated by the 
following figures reflecting the first half century of Italian unity from 
1860 to 1910. During this period the value of agricultural produc
tion increased from $340,000,000 to $1,740,000,000. Thirty years ago 
the industries of Italy were but little developed, whereas there are 
now approximately 150,000 · establishments and factories whose pro
duction amounts to several billions of lire. 

Between 1880 and 1913 the value of Italian manufactures rose from 
$120,000,000 to $600,000,000. According to the census of 1911 there 
were 3AOOO,OOO Italians employed in manufacturing industries and 
11,000,v00 in agriculture. 

IRON INDUSTRY. 

The Italian iron industry is new. The output of pig iron from the 
Elba mines was 112,000 tons in 1909. In 1913 the output was 426 000 
tons. Before the war approximately 200,000 tons of pig iron were 
imported every year, principally from the United Kingdom. The out
f~\~f3.steel increased from 350,QOO tons in 1909 to 1,000,000 tons 

The Italian engineering industry has made considerable progress in 
recent years, particularly in the decade before the war. In 1913 Italy 
was producing all rolling stock needed for the railways and had begun 
to supply Frencl:~ railways with e9uipment. Italian works had a 
capacity for turnrng out 1,500 engmes and 12,000 freight and pas
senger cars a year. Despite the energetic competition of Germans 
the Italians had made great progress before the war in the production 
of electrical machinery. 

SILK AND CHEMICAL INDUSTRIES. 

Silk manufacture has been one of the most important Italian in
dustries. Before the war 175,000 people were engaged in this in
dustry. Exports of silk accounted for one-quarter of the average 
value of Italian exports. In the years p~:eceding the war the Italian 
woolen industry had reached a considerable development, gradually 
emancipating itself from foreign control and seeking new outlets for 
exportation. About four-fifths of the raw material was imported from 
South America and Australia. Although the prices for raw material 
increased about threefold after the outbreak of the war and coloring 
materials for dyeing became constantly more scarce, the remarkable 
protp"ess achieved from 1880 to 1913 has been admirably maintained 
durmg the war period. 
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AGR~~TDRAL PRODUCTID~. 

Whea.t is easily the most important agriculturnl product of Italy. 
th .as regard !U'ea sown and the amount of crop produced. It is 

estimat~d that about 34:,000,000 acres are devoted to agricultur~. and 
()f thi-s am<>unt 11,~00,000 ar.e sown with wheat... The total 'Value of 
the crops and products of Italian agriculture as a whole is placed at 
"1,360,000,000, while the value of wheat at a normal price is estt-

1 

mated to be $235,000,000. As regards other cereals, about 4.,000,000 
.acres .are pl.anteiJ. with maize and 2,000,000 with rye, barley, ;rice, and 
.ru~.fB. ~ bee b.e.mp, fia.x. and toba«:o take up about one-sixth 1 
oi tke tofal agrleultnral area. 

ABother impor>tant branch {){ Italian agriculture is the production (J! I 
grape and me. Tbe statistics f{)r the l.a.st :five years before the war, 
when ltali.:ul a.n-riculture was flowishing under IWrmal .conditions, show · 
thai .the:r.e wa·~ 1.1.000,000 acres .of vineyards, producing 979,000,000 
g.allmu; of wine. Tber.e are also more than 3,000,000 acr~s planted 
wHh -Qliv from hlch ace {)btained nearly aO,OOO,OOO g:lllo:ns of oiL 

1ta1y also raises an apprecinble crop of oranges and lemoDfil, which 
a:r.e grown extensiv.ely in s.outnern Italy nnd Sicily, and .amount to I 
about 7 0.000 tons a year. Neru·1y lOG,QOG tons of m·anges .an.d "&.bout 
3-Q.O,OGO to:as ,of lemons ar-e exported. Approximately 250,000 tons .are I 
.manufa..c.tured into citric acid .a.n.d £imilar products, for which Austria
..HWJgncy has been lWy'.s m{)st important customer, and Gua-t Brita.ln 
tbe eoond best. For om.e year.s .before the war there existed in Italy 
a fruit-growing organization founded by the Government, whieh has 
been an important factor in the promotion of th1s industry. 

Undoubtedly silk-growing holds a plAce next to that of wheat-growing 
in Italian .a.gricultare. The amount of raw silk produced in ltaly dur
iag 'tile "Yea.r8 jn t prior to the w:tr was betw.een 10,000,000 and 
12,0GO,<>OO pou.n<.ls, the greater part of wlllch wns exported. 

l'X0!'\0 HC CHA..NGES. 

m"R¥l~f. the w~ period industrial growth in many directions bas been 

In ..TJID.e, 19!4, the total ru>rmal .capital of all the limited companies 
.registered in Italy was approx:ilrultely ~1 254,500,000. This capitnl bad 
risen betore the end of 1918 ro .$3,088,000,000, or by about 146 per cent. 
During the last year alone fi-40 new companies we-e registered, having 
a capitAl -of about 164,000,000. the greater part of which has been 
ill¥ested in the iron, Bteel, .and .engineering industries, Besides, the 
capitalization of {)]d rompani.es hat~ also grown. Iron and steel com
panies, for instance, b.a¥e acquired not Ie£• tba.n' $193,000,000 of addi
tion:d .capimt 

Tecl:l.nical impr{)vements ha e been '\"adous. In 1913 th.e electric 
furnace w.ru;; virtually unknown in the proouction {)f Italian pig iron. 
TQ-day ~tric furnaces are used extensively and have a capacity -of 
200,000 tons. 

Prior to HH4 Italy imported most of the machinery used in the 
textile, beet sugar, and !Japer industries, as well as agricultural ma
eh'i:nery. ItaJin.n oonccms are now able to snpply tt large part of this 
equipment. 

In eommon with other countries, 1taly experienced a marked growth 
in tile chem.ic.al Industry during the last fiv.e J'ears, and 1:he develop
ment of elec~ power will a1Iord opportunity for a stiil further 
ex:pan ion :in theJ e lines. 

.1:3'01.:\-ElmiN.G SKILL DE\ELOPED. 

Italy has derh~d nnotlu!r _gain from her supreme economic e.ffort /Pllt 
t.ortil during the war----a gain which is less tangibl-e than those set 
i{)rth in the foregoin..,. paragraphs, but one no less valuable in 1:he 
future industrial expansion of the country. Tbls is an enhance(} 'rnlu
ation ill the eyes of the renmiDder .of the world of the talent and skill 
which has been <lemon trated by tbe engineering ability displayed by 
the Italians in dealing with all sorts of eomplelt and diilieult problems 
presented to them in their vast war program. The production of 
munitions of war, the manufacture of aeroplanes,. and the development 
{)f shipbuilding, all in the face of great difficulties, have proved that 
th.e skill and ability of tbe Italians 1s not .a thing of tradition, but a 
dynamk powel." that ean be turned to aceount in any crisis. In view 
of the VffY palpable gains in 1:he industries .of the country, together 
with the newly 9. ::t.keced eonflciousness of power on the part of the 
Italians, and the recognition ortbls power by otber countries, it seems 
s ... fe to 'S.SSume that in the future Jtaly will pro'\""e to be 11 forceful 
factor in the world's industrial and eommerclal life. 

Since the lgning of the armiBtice Italians have been e ;pecially ag
gressiv-e in restoring trad~, partieular1y with the Balkan.s ru:~d the 
Near East. 

W AT1!R PO"WEU. 

The by-droelectrie power aJrea.dy in use and stlll to be developed will 
be the most important factor in the indn.strlal future of Italy. During 
th.e year 1917 Italian o.uthorities granted .54 requests for concefffiions 
f-or the use of water power. These conce ions inclnded l'l 'SOurc.es in 
Piedmont, witb :a capacity ol 62,000 ho power; 8 in Umbria, with 
34,500 horsepower; 6 in Lombardy, with 37,000 hor£epower; and sev
eral in Calabria, with a capacity ot 26,880 horsepower. 

It ha.s been esthnnted that Italian water power is capable of supply
ing a. total of over 6,000,000 horst"J)ower ; there is in use at pYesent 
more than 1,200,000 llorsepower. Works under construction and those 
definitely plann-ed for the immediate future will have a capacity of 
800,000 horsepow-er. It is ~ecte<l, therefor~. that in n short time 
2,000,000 horsepower of .electr:i<:nl energy wm be employe<l. More than 
200 miles of railway have already been electrified. 

The a.gricu1tural resour~ of Itnly are of far greater importance 
than its mineral wealth. In any future adjustment Italy will not 
need assistance in developing her n,griculture, but will require good 
openings and profitable markets .having quick and eat~y communication 
wittl tbe centers of production. 

TRADE Ex:PA..";SIOS. 

While an expansion of agricultuYal production will be sought, prin
cipaUy through improvements in methods rather than by extension of 
tbe area under cultivation, the greatest development is to .be expected 
in manufacturing. The s.bundant and relatively cheap and efiicient 
laboY supply, co11pled with Temarka.ble engineering skill, will facilitate 
tbe intensive utilization of the nation's resources f'>r manufacturing. 

During the six yen.rs from 1908 to 1913, inclusive, the visible trade 
balance of ltaly showed an excess of imports avezaging about $230 -
000,000. This so-called adverse visible balance was offset by invisibie 
items. The principal invisible items, with estimated a-verage amount'! 
wer-e th~ .following: Re!"Ul'D on Italian inve;Stments abroadi $15,500,000; 
11et renutta.nces of enngrnnts and expenditures of trave. ers 1n Italy 
~170,{)(){),000; and receipts of the Italian merchant marine, $20,00(),()00: 

During the war the adi"eYse visible balance has illcreased and th~ off-

setting_ in~ble balan~e has .decreased. Thj fact, to~,;ether with cur
renc;v infiation_, .ha..s been ;reflected in the depr-eciation of the lira .in 
outside markets. With the restoration .of noYmal con(titioBs in inclus
tr~ and commerce, however, the balancing u't the natiou·s trade account 
will be effected. Tourists' expenditures and remi.ttan<:es of emigrants 
no doubt, will both surpass previous x.ecords. • 

. The continu ed emigration of laborers and settlers to other conn tries 
Will belp to create mar·kets for Italian products. Southfin France and 
'South American countries especially will be inviting fiel<ls for Ita1ian 
emigrants. The overseas possessions have an !l.rea of about four times 
that of Ttaly proper, including the accessif.lns o! territory gained 1n 
consequence {)! the recent ar. These otrer important industrial and 
tra~e possibilities making for the development of a great illdustrial 
nation. 

Italy is well situated 'to ~rerve as the principal mtre-p\lt betw-een the 
Fa~ 'East and centr~l .and twuthe.rn Europe. Italian , witb their his
tone legaey of mar1time supremacy and tbeir pro-ved initiative will 
not fail to av.a.il themselves of the opportunity "to llevelop 1ta1ian in<hm
try and commerce. 

Pmcxs Yli:STE'IID.AY, ·To-DA"Y, AND T.o-Monnow . 
{A:n address before the E<litorial Conference ot. the New York Business 

Pub~is~_rs' Associatjon, New York, April, 191 • by 0 car P • .Au tin, 
sta.tisticmn of tbe National City Bank of New !l.ruit.] 

• * • * * * 
I. 'CRE..lSiil 1N OTKER G()nmN:HENTU. OBLlC.A'l'lD::.\"S. 

In addltion to the -:vnst sums of legal tender curl'lenef turned 'OUt lly 
15 r-esponsible Govel'nments .of the world_, these Governments have at 
the same time made an even more spectacular adv:rnce in their i BUe 
of fl:DOther series of promises to pay, which, while not legal tender in the 
ordwary sense of the term, do form a more slowly moving mas of 
-currency. By tbis II mean 'the $180,000,000,000 worth of bonds or other 
to1·ms of national (}bligatlons 'issued by the Governments of the world 
ln the past four ye:trs. for the nationa~ debts of the wor1d have ad
vanced from $40,.000,"000,000 at the beginning ur the war to $220,000,-
000,000 at its ·close. And while these bonds "()l' other governmental 
promises t_!> pay money at some future date me not 1egal:tender currency 
m the ordmary sense of the term, they do pass (:Urrent in the 'financial 
wo.r:ld and prove a ba is .upon which money may be readily obtained by 
theu holders, anu to this extent are an addition to the worM's circu
lating medium. 

.BANK DEPOSITS GUEATLY lNCUJI:ASED. 

Still another '.Incnea11e in circulating media is f<>und in the .enormous 
growth in bank deposits, which of itself increases circulation through 
the increased use 'Dl checks, especially in countrie such as the United 
States.. wllere the check forms so large a share .of the daily business 
transactions of the country .Bank deposits in 15 principal countries 
of the world bave grown trom about $2'5,000~000,000 in 1"913 to approxi
mately $75,000,000 000 at tbe present time. 

These increa.st>..s fD circulation, indebtedness. ana ba.nk deposits, while 
occurring primanJy in the countries participating 1n the war, have also 
extended to many other countries, especla.ll,v in Europe, where the s1x 
principal -neutrals have during the war per10u increa ea their national 
debts $1,000,000,000, their note ch·culatio.n over n billion dolla.r and 
their bank deposits nearly $1.000,000,000. ' 

Thus in a short 41-year perwd world pape-r money bas inCI'f>fl.Red 
$36,000,000,000, world evidences of national indebtedness $180 000,-
000,009, and w9rld bank de~sits .$50,000..QOO~ooo. Yost of this ' nor
mons 1_ncrease m currency has occurred in .. uncovered" .paper. The 
gold mmes {)f the world have turned out les.s Ihan .$2,000 000,000 w. rth 
of the precious metal during the war period., 'ftl)d most 'of the world"s 
gold1 which "formed 55 per cent o! world circulatio.n at the beginning 
of tne war, has pa sed into the vaults of the Gf)vern.ments .or of their 
grea~ banks as a basis for tbeir paper curr.ency and now bears a 
relatwn of but about 20 per cent to the flood of paper money in circu
lation, and this proportion o.f gold to ,paper -varies widely whml the 
respective countries are comp:ued.. 

tl\""FLATIO:V Al\1) 'HIGH PIUC'I:S. 

If the worltl"s historians and financiers and economists and statis
ticians are right in their 11:eneral belief that an advance in prices 
u. uall~ accompanies or closely follows i.J?fiatlon in currency, and espe· 
ctally m paper curre-ncy, ca..n we be surprued at the world-wide advance 
in prices whieh we have witnessed dnring the past tour years in wbieh 
worll.l currency anu bank deposits trebled nnd national debts quill
tupled? 

[From tbe Yid-NoTember, 1919, 'liOmber of Busill~ ceo tlition, p. 15.] 
'REC{)~'STn"UCTION. J 

Paul M. Warburg, former governor of the F.ederal Re ervc Uoarl.l, after 
a two months' tour of England, Holland, Fi·ance, SwUzei'land,, aml Ger
many, declares: 

" The United States must assist the other natiQns of the worll in 
re.:,'"toring themselves or the whole world wiD !all into bankruptcy or 
communism. One can .not spend two months in Europe without being 
deeply impressed with 'the fact that wu has opened wide tlle dites once 
protecting onY old torm of society and that the unloosened currents, still 
nnconirolled, are ranging over areas far beyond the boundaries or the 
countries directl}' involved in the war. It will be the will .of men that 
will determine the final outcome. 'The 'lesson that one brings home from 
Europ-e is, -therefore, that we nmst not stal!d idly with folded hands 
while the world is drowning. but that it is our duty, and within our 
power, to arrest a. movement which, if unchecked ·and permitted to l'Un 
into extremes, will engulf us alL 

"There are many who, disgusted and disheartencU., beli-eve that we in 
the United States of America should wash our hands of Europe and 
leave it to her to straighten out her own afl'.a.irs. lt is too late for that. 
By the decisive part we played in deciding the -war and 'the peace we 
have assumed a moral responsibility whic'h we now can not shirk. For 
the future course of the world ~vijl be influenced very materlalJ;y by eco
nomic forces, and these forces we lnrgely control, as, inversely to a 
certain extent the:y control us. In order to survive, Europe need · our 
products and reqmres them largely on cr.edit, U:Dtl it is onr moral <.lnty 
to furnish these goods. While OUT self-.interest 1'8 involved in this, 
Europe's dilemma is so much more acute than ours that it places in our 
hands the key to the situation, but at the same time the responsibility 
of turing it wisely. There are two fundamental evils crunmon to all 
whlch must be eradicated if world ba.nkr1Jlltcy or communism are to 
be avoided. 'l'hese aTe the continuous • tncrease of jprices ' and • decrease 
o'f production.' 

( 
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" Prices must continue to rise as long as the leading countr-ies spend 

every year millions more than they collec.t from taxation and other 
n!gular revenues covering the resulting deficiencies b'y issuing additional 
currency, Treasury bllls and other Government obligations. As 'long as 
this 'wn.tering process' is Uldulged in the value of capital must further 
decline, and i! persisted in long enough it must end in something like 
the Russian or Austro--Hungarian conditions where the savtn.,.s o1 tbe 
past invested in money and securities have been practically w'lped out. 
While to some extent the present labo-.r unrest is psychological and in 
certain aspects as far as it disregards the public interest, may be con
sidered destructive and immoral. the.re can not be any doub.t but that 
as Ion~ as the rise in prices continues, labor will have to figbt for and 
be entitled to increased wages. 

" On the other hand, it is obvious that a higher scale of wages is i1l 
it elf a factor making for a further increase in prices. This unforht
nate reaction can not be avoided until the prime driving force has been 
eliminated ; which is the persistent depreciation o! capital by the con
tinuous issue of Government securities and currency for the purpose of 
covering deficiencies caused by e::tee,ssive cur:t:ent expenditures. 

" Prolonged disregard of sound economic principles will wreck busi
ness enterprises as well us Governments. To issue Government obliga
tions or currency for the purpose of paying idling men or for providing 
below cost such things as transportation of tood or for covel'ing u
travagant military or other expenditures is an insane business practice 
that sooner or later must lead to ruin or bankruptcy in every country 
indulging in such methods. A.s far as expenditures can not be reducP.d 
receipts from taxation must be increased, and-with the rapid and wide 
distribution of wealth resulting from the war indirect will have to 
play as important a part as direct taxation. (CaJ?ital levies can not 
be safely made in order to pay for recurrent expenditures ; they may ~t 
best be applied, and even then only exceptionally, for the purpose ot 
reducing the capital debt of a country.) 

"It is easier for the United States to place its budget on a sound basis 
than tor any other of the leading, powers involved ln the war. Our 
responsibility in this respect is a heavy one and demands not only 
that we establish model conditions for ourselves but that we insist that 
sound principles be adopted by countr1es .requiring our financial support. 
Unless we work toward this end the increase of prices can not be ar
rested and moreover we would be ac9.uiring the obligations of debtors 
headed for insolvency. Of all the leadmg countries we are the only one 
that, for the time being, bas an open sold mm-ket where tile relation be
tween gold on the one hand and goods and service on the other can 
establish itself on a fairly natural basis. No other country, therefOl'e, 
will piny as decisive a role in determining the future level of ptices as 
we. A great deal is being said about the necessity ot stabilizing foreign 
exchanges. 

"To my mind it is folie to attempt to tinker with this prohl.em ot 
stabilizing the level o1 these various foreign reservoirs and to E:s:tnJ>.. 
lish their definite relations to one another nnd to the dollar, which 
will be the pivot of all, until the leaks have been stopped; and tbat is 
not possible as long as the Government printing presses work ,ovextime 
manufacturing new money and Government o_bligations. Wheu on.ce 
this baneful process is arrested. dlscount rates may again become pG>w
erful influences in. bringing about deflation. 

"'Until budgets are properly balan~d discount rates, however, -are 
powerless in this respect. The prewar level prices have gone for good 
nnd ~ver. Somehow we bad to pay for the waste and &penses of the 
war, and the future price level should establish itself at 100 per cent 
higher than that prevailing before the ·war. Whetber the de8Uuction 
of capital has gone that tar or how much further it will proceed will 
depend upon the steps that we _shall now take to arrest it. The ..longer 
we wait the greater \vill be the loss. While the proper h..'llaacing of 
the budgets must therefore be the first step, without which the wor.ld 
can not rid itself of its present predicament, this measure in order to 
bring relief must he accompanied by others. 

"Everybody knows that in order to prevent a .further rising of prkes 
it is neces ary that production be increased and consnmJ)tion :be de
creased. The necessity of auch a courae has been forcefully urged ·by 
many ; it is conceded by all-and practiced by nobody. In Europe and 
in the United States there never was a greater recklessness in spend
ing milney than there has been prevailing since the conclusion of the 
armistice. The ease with whic.h a larger amount of depreciated money 
can be earned has diminished the respeet for money and the eagel'ness 
to save. A. willingness to subordinate or sacrifice one's wishes and 
pleasures to the greater advantage of the country splendidly mani
fested during the years of war, bas ended in the present reaction of an 
orgy of brazen self-indulgence at the very moment when the war bill is 
presented for payment. 

" In these circumstances may we hope to be able to persuade the work~ 
ingman that-while his striving for adequate adjustments of wages 
is general).y recognized as legitimate, and while ho.nest efforts arc made 
in almost all countries ot the world to compl;v with his just demand 
for a reasonable representation and cooperation in the management 
of his employer's affairs-any tendency on his part to reduce produc
tion is nothing short of a crime against the very society of whic.b he is 
u part? May we hope to convince the reckless consumer that his guilt 
is as heavy .a.s that ~f the sl~~g producers? Only when the world 
ceases covenng defi~ts by punting new money and obligations, only 
when a greater scarClty of money can assert its in1luence will excessive 
consumption be brought under control, and will there be called into 
play a conse.;Juent greater supply of labor and a greater willingness to 
work. 'l'his presupposes, however, that terrorism will not be permitted 
to tllreaten those willing to work. 

"It is interesting to watch the various ways in which the labor prob-
lems are being studied and appreac.hed in Europe. Over there they 
look to the United States to take the lead in solving the question Pre
war labor conditions with us having been far better than abroad and 
our men having enjoyed full political liberty and a tr.ee road to the 
top of the ladder in practically every enterprise. it is believed that we 
should find less difficulty iu this respect than any other country. Mean
while we are getting so near the brink -that every firther dela:y in
creas~s the danger that it may become too late te aVQid our slidlng 
into 1t. 

" In Europe it is bel:!.eved that our Senate does not !ully realize the 
gravity of the situation. Friends and enemies condemn .many features 
of the peace treaty. But all agree--even the Germans who more tha.n 
any other nation deplore some of its terms-that nothing could be more 
fatal than to prolong the present uncertainty; tbat the treaty must 
DOW f!O into effect, and that When once a foundation, eVen thOUgh a 
defpctive one has been laid, we can begin successfully to combat the 
baneful forces that now threaten the whole world. In this wox:k tbe 
United States can not be missed." 

[F.rom Encyclopedia Britannica, Vol. X.] 

Excha:nse, in general, the action of mutual giving and receiving ob· 
jccts, interests. benefits, rights, &c. Tbe word comes through the 
French from. the Late Lat. eweambium (see ExcAlii13ION). The present 
article aeals with the theory ancl practice o! exchange in monetary 
tmnsacttons, but thi:s may conveniently be prefaced by a brief state
ment as to the law .relating to the exchange of property nod other mat· 
ters. In English law exeh~e is defined as the mutual graut of equal 
intereets, the one in consideration of the other. The ancient common law 
co.n:veya.n..ce had certain .restrictions, e. g., identity in quantity of interest, 
fee-simple for fee-simJ?le, E:tc,, entry to perfect the conveyance, and an 
implied warranty o1 title and rigbt of entry by either party in case ot 
eviction. Such exchanges are n.ow effected by mutual conveyances with 
the usual covenants fo.r title. Exchanges are also frequently made by 
·order of the Board of Agricnltnre under the Inclosure Acts, and there 
are also statutes enabling ecclesiastical corporations to exchange bene
fices with the approval of the ecclesiastical commissioners. The inter
national exchange of territories is efl'eeted by treaties. The exchange 
ot prisoners of war is regulated by documents called " cartels" (Med. 
Lat. cartellt,s, diminutive of carta, paper bill), which specify a cer
tain agreed-on value for eac:b rank of prisoners. The practice super
seded th.e older one of ransom at tbe end of a war. By tbe regimental 
exchanges act:t. 1875, the sovereign may by regulation authorize ex· 
changes by omcers from one regiment to another. (For " labor ex
changes" see Unemployment.) 

Exchange in relation to money aiiairs denotes a species of barter not 
of goods but of the value of goods, a payment in one place being ex
changed for a payment in another place. The popular statement of tho 
theory of exchange represents four principals mvolved in two transac
tions. A and Bare two persons residing in one place dUierent from the 
domicile of C a.nd D ; A sells ~oods to C ; B. buys goods from D ; A sells 
his claim on C to B, who rem1ts it to D in satisfaction of his debt, and 
D .receives the cash from C, so that, assuming the two transactions to 
be of equal value, one piece of paper satisfies the four parties to these 
two transactions, and the trouule, expense, and risk of sending mone-y 
from both places are avoided. The piece of paper which perf()rms the 
servJce may be a telegraphic order, check, or bill of exchange. In this 
elementary proposition there would be no difficulty of exchange, as tbe 
full value of A.'s claim on C would be paid by B, who is under the 
necessity of sending in exactly similar amount of money to D; but it 
can be seen that in actual practice the claims of one place on another 
place would not be exactly balanced by the necessities at the one place 
to meet obligations in the other place; thus a.rises the complication of 
exchange, which may best be described as the price o! monetary claims 
on distant debtors. 

Supposing, for exanrple, that A i1l London bad a claim on C in Edin
burgh amounting to £~00, and that .Bin London did not require to remit 
more thaD £90 to D in Edinburgh, it is evident that Bin London must 
b~ o.ffered some inducement to take over the whole of A's claim. B might 
grve A £99: 19: o. and -could then, after sati.sfying his debt to D, have 
.£10 to his credit in Edinburgh, which he could retain there at interest 
untll ihe bad incurred further liability to D, or be could have the bal
ance of £10 returned him in coin at an expense, say, of mpence; this 
would leave B with a profit of sixpense on the transaction. and, assum
ing that .these fi.:,"11res are reasonable, exc.ha:nge on Edinburgh in Lo.n
don would be one shilling discount per £100. Supposing the necessities 
of B induced him to rofl'er A only .£99 : 14 : 6 for his £100 claim A 
would then ~efer that -c remitted him £100 in coin, which. on the n.bave 
scale of &r>enses would cost 5s. and A -would receive £99 : 15; 0 net. 
On these premises, e.x.change on Edinburgh 1n London can not fall be
low one-fourth of 1 per cent discount, and the same circumstances 'Pre
>tent it fr<>m rising above o.ne-fou.rth of 1 per cent p:remiUID. for :B im 
DQ case, would pay more ior A'.s elaim -than £~00 plus the cost of send~ 
ing coin to Scotland.. If this basis is appreciated, all exchange prob
lems between different cottntries en:n be mastered, and the quotn:tions in 
the daily papers of cable -payments, sight drafts (checks) and long bills 
are then understood and supply an interesting indication of the state 
at inte.rnational financial relations. As shown above, the baL'lnc.e of 
indebtedness must eventually be remitted by coin, and consequently when 
exoha.nge in any city is quoted at one or other of the limit points given 
in our example as one-fourth of 1 11er cent discount or o.ne-fom-th of 
1 per cent premilllll, this e:x:change immediately acquires a very serious 
imJ>ortance, because with the development of modern monetary systems 
under whic.h ~normous trade is carried on with a most moderate inun
dation of actual coin the weakening o.r strengthening of that foundation 
is a very vital matter. 

W.hile the understanding of the theory is essential for any faefle inter
pretation of an exchange, there are o! course innumerable details or 
practice 'Which require to be known to identify tbe limit points of ex~ 

· change in any particular city. The 1imit points can only be taken ad
vantage of by banking experts, and, although we ll.Ssume a trafler remit
ting his indebtedness in coin when he is ask.ed to pay tao high a p.rice 
for hls bill of exchange, in actual afl:airs the banker will supply the 
check or bill and himself will do the professional business of sending 
away bulUon. Similarly, we have represented one trader drawin"' on 
another trader and selling his draft to a third trader who remitse the 
draft to a fourth: In actual practice, however, No. 1 draws on No. 2 
and dlsposes of blS draft to a banker~ No. 4 draws on No. 3 and sells 
his draft to a banker; beeause, speaking generally, whenever goods are 
shipped, the shipper immediately requires his money he draws a bill 
a~nst tbe goods, and it is the function of a banker to help, as a sort 
ol debt-collecting agency. by buying these drafts; and the bank bein"' 
a mart for all forms of remittance, gets an immense variety of demand 
tor cable payments, checks, and bills on all centers. This does not af
fect the theory, for it must be remembered that the banker is a neces· 
s.ary link between the buyer and seller of exchange, because the seller 
cnn only sell what he has and the buyer must have exactly what be wants 

To return to the question of limit points : If a universal currency 
system existed, with the same monetary standard that is used in Eng. 
land, and the coinage kept in n proper condltion of weight and fineness 
and the coin readily supplied to meet every reasonable claim-if ui 
fact, the pound sterling were the prevalent coin and the English bank
ing system obtained everywhere, then we should find all exchan<re quo· 
tati~ns as simple as our case of London. -a.nd Edinburgh. that is to say 
an exchanges would be quoted at par or a premium or a discount. Th~ 
limit points in any place of the exchange on London would represent 
simply and ol..rvious!y the cost ot the transmission of the coin. These 
limit points would va:r~ at each ~lace according to the distance from 
Lnndon, the cost oi freight, the nsk involved in the transmission and 
the local rate of interest. On the continent of Europe some advance 



-

638 CONGRESSIONAL RECORD-SEN ATE. DECE~IBER 16 . 
' 

has been made in the direction of a universal coinage. Countries sub
scriuing to the Latin Union have agreed on the franc as a common -unit, 
a nd il<'lgium, Switzerland , France, and Italy quote exchange between 
themselvt>s nt a premium or discount. Greece, Spain, and other coun
tries ru·e al so parties to the arrangement, but their currencies are in 
a bad state, a nd the exchange quotations involve a considerable ele
ment of speculation. We have, however, to deal with another factor 
in international finan ce, namely, the enormous variety of currency sys
t ems; and we have then to discover, in each case, the exchange which 
represents par and corresponds to our £100 for £100 in the London
Edinburgh exa mple. The United States furnishes perhaps the easiest 
problem, and we must find out how many dollars in gold contain ex· 
~~ ctly the Enme amount of the precious metal as is contained in 100 sov
ereigns. The answer is 486~. and the arithmetic is a question of the 
mlnt laws of the two countries. Gold coin in the United States con
tains one-tenth alloy and in England one-twelfth alloy. Ten dollars 
contain 258 grains of gold, nine-tenths fine. One pound contains 123.274 
grains of gold, eleven-twelfths fine, consequently £100 is worth $486a, 
or, to be exact, $48Gfi, and when cable payments between London and 
New York are quoted at 4.86li for the £1 sterling, exchange is about par. 
As a cable payment is an immediate transfer from one city to another, 
no question of interest or other charge is involved. Owing to the cost 
of sending gold as detailed above, the New York cable exchange varies 
from about 4.84 to 4.89??; at the former point :.wld leaves London for 
New York, and at the latter point gold comes~ to England. Besides 
insurance, n·eight, packing, commission, and interest. there must also 
be considered the circumstance th!lt coin taken in bulk is always a little 
~orn and under full weight, and in the process of turning sovereigns 
mto dollars, the result would not bear out the calculation based on the 
mint regulations ; consequently, when taking gold from London, the 
demand would first fall on the raw metal as received from South Africa 
or Australia to be minted in the United States, then on any stock of 
Ameri~an coin .the Bank of England might have and be willing to sell 
by weight (which would be accounted by tale in New York), and lastly 
the demand would be satisfied by sovereigns taken by tale from the 
Bank of England and converted by weight in America. 

Tbe instance of the American quotation may be further taken to 
explain some of the numerous points which the study of the exchange 
involves. In the first place, it will be noted that we have quoted the 
price in dollars. In London, business in bills, etc., on New York is quoted 
either in pence or in dollars, that is to say, payments are negotiated 
for o many dollars either at 49/Jr pence per dollar, or at the equivalent 
rate $4.88 for the pound. In practice it is much more convenient to 
quote in London jn the money of the foreign country, as it makes com
parison with the foreign rate on London very simple. .Some foreign 
countries quote exchange on London in pence, · and then, of course, in 
relation to those countries the same practice will obtain in England, 

-but the majority of the exchange quotations on London are in francs, 
marks, gulden, lire, kronen, or other foreign money. Another point 
which must be explained is the reason why exchange varies between 
what we have called the limit points; why there is sometimes so much 
demand for billR on London and why at other times so many bills are 
being offered. Similar causes ·-operate on other exchanges, and if· we 
develop the New York case we shall provide explanations for exchange 
movements in other countries. 

At one time the financial relations between England and America were 
as follows: England was the principal creditor of the United States, 
and the latter country had to remit continually very large amounts in 
payment of interest on English money and profits on English invest
ments, in payment for shipping freights, for banking commissions, in
surance premlums, and an immense variety of services, besides paying 
for the large imports which crossed the Atlantic from English ports. 
In the fall of the year these payments would be more than otrset by 
the enormous exports of foodstu1Is, cotton, tobacco, etc., so that during 
the first half of the year exchange would be at or about the limit of 
4.89~ and gold would have to be sent from New York to supplement the 
deficient quantity of bills. In the autumn the produce bills would 
flood the exchange market and gold would be sent from London as ex
change got to the other limit point of 4.84. 'l'hese conditions are still 
very potent, but latterly another element has entered into the position, 
and the new development is so powerful as to reverse sometimes what 
we may call the natural and legitimate movement in the exchange. This 
new element is the more intimate banking and financial relationship 
which has been established between the two countries. As American 
conditions have become more stable, with better security for capital 
and an assured feeling about the currency of the United States, bankers 
in London have gladly allowed their banking friends in New York and 
other large cities to draw bills on London whenever there was a good 
demand for sterling remittances. We have, therefore, to consider a fresh 
type of bill of which the drawer has no claim on the drawee, but, on the 
other hand, incurs a debt to the drawee. To take a very usual method, 
a banker in Wall Street, New York, will advance money to stockbrokers, 
investors1 and speculators against bonds and shares with a 20 % margin. 
He deposits this security with a trust company in New York, which acts 
both for the American and English banker. The Wall Street banker 
t h e n draws a bill at 60 days' sight or 90 days' sight on the banker in 
Lombard Street and sells this draft to supply the money he lends the 
stockbroker. Two or three months hence the New York banker must 
send money to London with which to meet the bill, so that, whereas, in 
the case of a commercial bill, the produce is dispatched and in due 
course the consignee must find the money for the bill , in the case of a 
finance bill, as it is called, the bill is drawn and in due course the drawer 
must send the value with which it is to be honored. In any event, the 
acceptor, the London banker, bas to pay the bill, so that it will be easily 
understood that relatioas of the greatest confidence are necessary be
tween the drawer and drawee before finance bills of this class can be 
created. 

The profit arisiug from the transaction we have sketched is realized 
by tile ~eparate parties in this way. The New York banker lends money 
for three months, say, at 5 per cent per annum, he pays a commission 
of one-thirty-second per cent to the trust company which has custody 
of the security , a charge equivalent to one-eighth per cent interest per 
annum. lie draws on London at 90 days' sight and sells the bill at 
4.83 ~ , t he cable rate being 4.8H, the buyer of a three months' bill 
mnkin~ the allowance for the English bill stamp of one-half per mille 
and the London di count rate of 3 per cent. The drawer of the bill 
mus t also pay a commis ion of three-sixteenths per cent to the London 
banker who a ccepts the draft; this is equivalent to another three
quarters per cent per annum in the rate of discount, so- that money 
raised in this way costs one-eighth per cent for the trust company, 3 
per cent the London discount rate, about one-quarter p er cent for bill 
Rtamps, and three-quarters per cent for London commission-altogether, 
4~ per cent; a nd, as the money is loaned at 5 per cent, there appears . 

to be sev.en-eighths per cent profit to the drawer of the bill. This, 
however, is on the assumption that the cable rate is still 4.87~ when the 
bill falls due for payment, and that the drawer would have to pay that 
price to telegraph the money to meet the draft. B~1t exchange on London 
can go up or down between 4.84 and 4.892, and if at tbe end of the three 
months the cablP rate is 4.84 the New York banker will be able to cover 
his bill at almost the same rate at which be sold it anc1 will only l>e 
out of pocket to the extent of the commissions and s tamps. so that the 
accommodation will only cost him 1! per cent and hi profit will be 3& 
per cent. If he has to pay more than 4.8H for his cable at the maturity 
of the bill his profit will be less than seven-eighths per cent, and he may 
even be a loser on the transaction. 

It is obvious, then, that a high rate of int erest in New York, with a 
high rate of exchange on London and a low rate of di. count in Engla nc\, 
would induce the creation of these finance bills. The sup~ly of these 
bills would prevent New York exchange reaching the limit pomt at w hich 
gold leaves the United States, and the maturity of these bills in the 
autumn would ensure a demand for the produce bills and possibly prf'
vent exchange from falling to the other limit point at which London has 
to send gold to New York. 

We have pointed out the essential ditrerence between these finan ce lJills 
and what we have called produce bills, but there is another very striking 
ditrerence, that of the question of supply. These finance bills a re ob
viously very difficult to lim;t in their amounts ; produce bills a1·e, of 
course, limited by the extent of the surplus crops of the United States 
and by the demand for the produce in Europe, but so long as it is mu
tually satisfactory to the Wg finance houseR in both countrjes to dra w 
on credit granted in London, so long may these accommodation bills be 
created, and the pressure of the bills in New York may depress exchange 
so much that gold leaves London at a time when it is required in other 
directions. In such a case the embarrassment caused by this artificial 
drain of the gold reserve would much more than otrset the amount of 
the commission earned by the accepting houses. The Bank of England 
may have to raise its rate of discount at the expense of the entire hom11. 
trade; probably, also, with thf' rise in the value of money, consequent on 
the diminished resources, all investment securities fall in value and more 
onerous terms must be submitted to by the Government, corporations, 
and Colonies, in the i sue of any loans they may· require. It will, there
fore, be appreciated that, although these finance bills may be perfectly 
safe, their excessive creation is viewed with great disfavor. and consider
able apprehension is felt when the adventures of speculators in New 
York make ~reat demands for loans against stocks and share , and, 
through the mstrumentality of these finance bills, shift the burden on to 
the shoulders of the London discount market. The etrect of this is to 
level money rates as between New York and London, and in the process 
the pressure falls on London and the relief goes to America. Eventually, 
of course, the bills must be met and funds sent for that purpose from 
across the Atlantic, but in the meanwhile the disturbance of the gold 
supply is an inconvenience. 

We have explained the process of employing credits granted in London 
to finance Wall Street ; there are, also, many other types of bill to 
which the acceptor lends his name on the assurance that he will in due 
course be supplied with the funds required to meet the acceptance. In 
the case of the produce bills, a London banker will accept the bills in 
order that they may be more easily mal'ketable than if they were drawn 
direct on the actual consignee of the cotton, tobacco, or wheat. The con
signees in Liverpool, etc., pay a commission for this as istance ann 
reimburse the London bank as the produce is gradually tlispo ed of. 
The transaction appears slightly more complicated when Enrrlisb bank
ers accept bills for produce shipped from the United States to merchant 
living in Hamburg, Genoa. Singapore, and all other great ports, but tbe 
principle is the same, and the i.nfiuence of such business on the exchange 
affects, in the first instance, the quotation between America and London, 
but afterwards, when money- must be sent to London with which to 
honor the bills, the exchanges with Germany, Italy, or the Straits ' et
tlements bear their share in the eventual adjustment, the spinners, 
tobacco manufacturers, and corn factors requiring drafts on Lontlon 
where so much of the trade of thP world is financed. 

We shall have to consider later the reas·ons which ensure to London 
this peculiar and predominant position. We have so far used the 
American exchange as an example to explain cau e which prolluce 
fluctuations in all tbe principal exchanges on London and to show the 
points between which fluctuations are limited. The fact that Americn 
is still developing at a much greater rate than the Old World makes an 
important distinction between the financial position in New York and the 
financial position of the big capitals in Europe. There is not in America 
the huge accumulation of savings and investment money which the Old 
World has collected, so that whereas Europe helps to finance the United 
States, the latter country bas so many home enterprises that she can 
spare none of her funds to assist Europe. It would not be possible for 
London to draw on New York such bills as we have described as fiuan cP 
bills, for they could never be discounted there except on the most onerous 
terms, and there is nothing in America which corresponds to the I.ontlon 
money market. 

We have to deal with dollars and cents in America, with francs in 
France, with marks in Germany, and different money units in n c:-a rly 
every country; but, given the mint regulations, the theoretical pa r of 
exchange and the theoretical limit points are arrived at by simple 
arithmetic. An exhaustive statement with reference to every country 
would involve an amount of tedious repetition, so that for the purposes 
of this article it is more instructive to consider the essen t ial ditrerences 
between the important exchanges than to go into the detail of coinage, 
which would appeal rather to the numismatist than to the ex change 
expert. 

The United States. offerin~ as it does a vast field for profitable in
vestment, must annually remit huge amounts for intere t on bonds aml 
shares held by Europeans ; coupons and dividend warrants payabl<' in 
America are otrered for sale daily in London, and at the end of t he 
quarters the amount of these claims, coupons, and drawn bonds is very 
large, and a considerable set off to the indebtec'lness of Europe for 
American produce. It is often asserted that the United States is rap
idly getting sufficient wealthy to repurchase all these bonds and sha res; 
but whenever trade conditions are exceptionally ~oocl in the • t a t l's, 
fresh evidence is forthcoming that assistance from London and Europe 
is essential to finance the commercial development of the United , tates. 
This illustrates a feature common to all new countries, and the etrect is 
that they make annual payments to the older countries and e. p2cially 
to England. · . 

A Government loan or other large borrowing arrangetl abroa11 will 
immediately move the exchange in favor of the borrowin~ country. A 
tendency adverse to the United States results from the dTarts and let ters 
of credit of the large number of holiday makers who cross the Atlanti c 
and spend so much money in Europe. When remittance is made of the 
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incomes of Americans who have taken up their residence in the Old 
World the exchange is affected in a similar manner. 

In one respect the United Stat£s stands far superior to most of the 
· older countries. There are no restrictions on the free export of gold when 
exchange reaches the limit point showing that the demand for bills on 
London exceeds the supply. New York (with London and India) is a 
free gold market, and this is undoubtedly one of the reasons why money 
is so readily advanced to the United States, and the finance bills1 to 
wh1cb we referred above, would not be allowed to the same ex:rent 
were it not for the fact that New York will remit gold when other 
forms of remittance are insufficient to satisfy foreign creditors. When 
exchange between :Paris and London reaches the theoretical limit point 
of 23.32 (25 francs 32 centimes for the £1 sterling), gold does not leave 
Paris for London unless the Bank of France is willing to allow it. By 

·Jaw, silvu is also legal tender in France, and if the State Bank is 
pressed for gold a premium will be charged for it if it is supplied. Gold 
may be collected on the cheaper terms in small amounts from the great 
trading corporations or from the offices of the railways, but a large 
shipment can only be made by special arrangement with the Bank of 
France. Similarly, in Germany, where a gold standard is supposed to 
obtain, if a banker requires a large amount of gold from the Reichsbank 
he is warned that be had better not take it, and if he persists he incurs 
the displeasure of the Government institution to the prejudice of his 
business,· so that the theoretical limit point of 20 marks 52 p~ennigs 
to the pound sterling has no practical Significance, and gold can not be 
secured from Berlin when exchange is aga1nst that city, and Germany 
bas, when put to the test, an inconvertible and sometimes a debased 
currency. There is no State bank in the United States, and no Gov
ernment 1nterterence with the natural course of payin~ debts. On the 
other hand, when monetary conditions in New York mdicate a great 
shortage of funds, and rates of interest are uncomfortably high, the 
United States Treasury has sometimes parted with some of its -revenue 

.accummulations to the principal New York bankers on condition that 
they at once engage a siiDilar amount of gold for import from abroad, 
which shall be turned over to the Treasury on arrival. As these ad
vances are made free of interest the ef!ect is to adjust the limit point 
of 484 to about 485, and the United States Treasury seems to have taken 
a leaf out of the book of the German Reichsbank, which frequently offers 
similar facilities to gold importers and creates an artificial limit potnt 
in the Berlin EXchange. The Reichsbank gives credit in Berlin · for 
gold that has only got as far as Hamburg, and sometimes gives so many 
days' credit that the agent in London of German banklng houses can 
afford an extravasant price for. bar gold and even risk the loss in weight 
on n. withdrawal o! sovereigns, although the exchange may not have 
fallen to the other limit point of 20.32. In England the only effort tbat 
is made to attract gold is some action by the Bank of England in the 
direction of raising discount rates; occasionally, also,.~. the bank outbids 
other purchasers for the arrivals of raw gold from ~outh Africa, Aus
tralia, and other mining countries. Quite exceptionally, for instance 
during the Boer War, the Bank of England allowed advances free of 
interest against gold shipped to London. · · 

Many of the principal banking houses in all the important capitals 
receive continually throughout the day telegraphic information of the 
tendency and movement of all the exchanges, and on the smallest marg1n 
of profit :1 large business is done in what is called arbitrage (q. v.) 
For instance, checks or bills on London will be bought by X in Paris 
and remitted to Y in London. X will recoup himself by selling a cable 
payment on Z in New York. Z will put h.imself in funds to meet the 
cable payment by selling 60 days' sight drafts on Y, who pays the 60 
days' drafts at maturity out of the proeeeds of the cheques or bills 
received from Paris. and this complicated -transaction, involving no out
lay of capital, must show some minute profit after all expense of bill 
stamps, discount; cables, and commissions has been allowed for. Such 
business is very · difficult and very technical. The arbitrageur must be 
in first-class credit, must make the most exact calculation, and be prompt 
to take advantage of the small differences in exchange, differences 
which can be only temporary, as these operations soon bring about an 
ndjustment. 

The European exchanges with which London is chiefly concerned are 
Paris and Berlin, through which centers most of the financial bus1ness 
of the rest of Europe is conducted; for example, Scandinavia, Russia, 
and Austria bank more largely with Berlin than eli!ewhere. Italy, 
Switzerland, Belgium

1 
and Spain bank chietly in Paris. European claims 

on London or debts ro London are settled mostly through Germany or 
France, and consequently the German and French rates of exchange are 
affected by the relation of England with the rest of the Continent. The 
exchanges on Paris or Berlin are therefore most carefully watched by 
all those big interests which are concerned with the rate of discount and 
the value of money in London. 

If the Paris cheque falls to 25.12, gold arrivals in the London 
bullion market will be taken by French bankers unless the profit shown 
by the exchange on some other country enables other buyers to pay 
more for the gold than Paris can afford. If the Paris cheque falls soil 
further, it would pay to take sovereigns from the Bank of England 
for export, and so much would be taken as would satisfy the demand to 
send money to France, or until the consequent scarcity of money 
in London made rates of 1nterest so high in England that French 
bankers would prefer to leave money and perhaps increase their 
balances. As between London and Paris and Berlin the greatest 
factor operating the exchanges is the relative value of money in the 
three centers. There is no great excess of trade balance at any season 
in favor of Germany or France and against England. On the other 
band, the banking relations between those countries are very int:ima.te, 
and if funds can be very profitably employed in one of these places there 
will be a good demand for remittance, and exchange will move in: favor 
of that place; that is to say, exchange will go toward that limit point 
at which gold will be sent. The great pastoral and agricultural countries 
like South America, Egypt, and India are in a position to draw very 
largely on London when their crops or other products are ready 
for shipment. In the early months of the year gold goes freely to 
South America to pay for the cereals, hides, and meat, and in ·the 
autumn Egypt and India send such quantities of cotton and wheat that 
exchange moves lleavily in favor of those countries, and gold must go 
to adjust the trade balance. During the rest of the year the gold tends 
to return ns these countries always require bills on London or some 
form of payment to meet interest and dividends on European money 
inveSTed in their Government debts, railways, and trading enterprises 
and to pay for the European manufactures which they import. Ex: 
change then moves in favor of England, and the B:mk of England can 
replenish its reserve. Over the greater part of the world the rate of 
exchange on London is an illdication simply of the trade balance. The 
gi.·eater part of the world receives payment for foodstuffs, and has to 
pay for European manufactures, shipping freights, banking services, and 
professional commissions. 

The greatest complication in exchange questions arises when we have 
to deal with a country employing a silver standard, and, fortunately 
for the development of trade~,. the problem bas disappeared of late years 
in the case of India, Ceylon, Japan, Mexico, and the Straits Settlements. 
and now the only important country using silver as a standard is China. 
When the monetary standard in one country is only a commodity in an
other country we are as fat• removed from the ideal o1 an international 
currency as can be imagined. We can fix no limit points to the exchange 
and we can not settle any theoretical par of exchange. The price of 
silver in the gold-using country may vary as much as the price of copper 
or tin, and 1n tbe silver-using country gold is dealt in just as any other 
metal. In both cases the only metal of constant price is the metal which 
1f! used as the money standard. The easiest method of explaining the po
~Ition is to consid~r that anyone in a gold-using country having a claim 
m currency on a silver-using country bas to offer for sale so many ounces 
of silver, and vice versa the exporter in a silver-using country sending 
produce to London has to otter a draft representing so many ounces of 
gold. This introduces a very unsatisfactory element. To take a prac
tical example : A tea grower in China has raised his crop in spite or 
the usual experience of weather and labor difficulties and the endless 
risks that a planter must face; the tea is taen sent to London to take 
its chance of good or bad prices, and at the same time the planter has 
a draft to sell representing locally a certain weight of gold; now, in 
addition to all the risks of weather and trading conditions, and the 
chances of the tluctuations in the tea market, he is compelled to gamble 
in the metal market on the price of gold. Some years ago when a large 
number of important countries err.ployed a silver standard it was seri
ously suggested that a fixed ratio should be agreed internationally at 
which gold and silver should be exchanged. This advocacy of bimetal
lism (q. v.) was especially persistent at a time when silver had suffered 
a very great fall in price and the prominent exponents could generally 
be identified either as extremely practical men who were interested in 
the price of silver or as very inexperienced theorists. The difficulty 
of the two standards was successfnlly solved by discarding the nse of 
silver, and the chief silver-using countries adopted a. gold standard 
which bas gi9"en greater security for the investment of foreign capital, 
has simplified business, and brought about a large increase of trade. 

In the case of a. country of which the government has been subject 
to great financial difficulties, gold has been shipped to satisfy foreign 
creditors so long as the supply held out, and the exchange with such 
a country will continue to move adversely with every fresh political 
embarrassment and any other economic cause reflecting on the national 
credit. With the collapse of the monarchy in Brazil the value of "the 
milreis fell from 27 pence to 5 pence, and all the Sparush-American 
countries have from tlme to time afforded most distress1ng examples of 
the demoraliz1n_3 effects on the currency of unstable and reckless admin
istration. In .llAurope similar results have been shown by the mistrust 
inspired by the Governments of Spain, Greece, Italy, and some other 
States. T.he rais1ng of revenue by the use of the printing press creates 
an inconvertible and depreciating paper currency which frightens foreign 
capital and severely taxes the unfortunate country which must make 
payment abroad for the service of debt and other obligations. With 
the tardy appreciation of the old proverb that "honesty is the best 
policy " nearly every country o! importance has made strenuous efforts 
to improve the inte~rity of its money. · ' · 

Exchange quotations are not published from many of the British 
Colonies, as their financial business is in the hands of a comparatively 
few excellently managed banks, which establish, by agreement, conven
tional exchanges ·fixed for a considerable period. notably in the case of 
Australia, New Zealand, and South Africa. 'Ibe Sc-ottish and Irish 
banks supply similar examples of a monopoly 1n exchange. 

The following taOle take-n from the money article of a London daily 
paper indicates the exchanges which are of most interest to England: 

Fo-reign exchanges. · 

June a. June15. 

Paris,cheques ..........•.......... 25f.18c ....•.• 25£.18c •••.•.. 
Paris Mkt. discount.-·-····-·····- 2!-i p.c.--. --- 2H p.c.-- .... 
Brussels{ cheques .....••..••.••... : 25 f. 23 c .•..... 25 f. 23t c ...•. _ 
Berlin, Sight ..... ···---······---·-· 20m. 481pf. -· 20m. 481 pf ... 
Berlin, 8 days ......... -~··--- .•.. 20m. 46! pf... 20m. 461- pL._ 
Berlin Mkt. discount .••••••••••... ~~c.- ....... 3i Lc ......•.. 

=e~d~~~iib.t:: ::::::::::::::: 12 °tl.dfliC:::::: ~fl. ·lwc~:- ::: 
Italch' .sight ••.•••••••••••••••••••.. Holiday....... 25 lire 15 c ..• _. 

~b~:: :f:Ri:. :::::::::::::::::::: ::: ::~~::::::::: -~-~·- ~~::: :::: 

June 13. 

25 L 18!. 
~-ip.c. 

2) m. 48pf. 
20m. 45}p{. 
3} p.c. 
24kr. 021 ~ 

st. Petersfmrg, 3ms ..•••••••••••.• !» r.lO ••.•••.• 94 r.lO ....... . 

~::U~~~: ~:~::::::::::::::::::::: -~--~o:.::::::: -~--~3o:.::::::: ls. 
4
i5"o. 

Hongkong, T. T_ .•..•••••••••..... 2s.1M .••.... 2s. 1-hd ....... 2s. 1-hd 
Shanghai, T.T. -·-·-·······-·----·· 2s. lQid.- ---~' 2s. l()ild.-- .... 23. lOid. 
Singapore, T.T ..... ; .............. 2s. 4,\-d •••.•.. 2s. 4,\d .•••... 2s. 4-hd-
Yokobama, T.T ................... 2s. Qid ...•..... 2s. *· ....... 2s. Ofd. 
Rio de Janeiro, 90 days 1 ••••••••••• 16-hd- .•••••... 16h<L ..•.•.•.. 16Hd. 
Valparaiso, £0 days ComJl ••.•••••• 14jd. .••••••••• 14M ........... 14td. 
Buenos Ayres, 00 days~--··----~- 48ld ... -·----·. 481. •••.•••••••. 48.1 

1 'l;'hese rates are telegraphed on the day preceding their receipt. 

In the case of Paris and Berlin, it will be noticed that the local rate 
of discount is also given, as the value of money in these centers, in rela
tion to the value of money in London, js the most important factor in 
a movement of the exchange. Vienna has become 1mportant owing to 
the improvement in the financial -position of Austria, and still greater 
improvement is shown 1n the case of Italy, whose currency stands jn 
the above list better even than tltnt of France. Spain, which should 
stand at about the same rate, -still has a dt>preciated paper currency. 
Lisbon stands also u.t a discount, as the milreis shoultl be worth 531 

pe¥~eRussia the exchange showing 94.10 roubles to £10 is carefnll_v and 
cleverly controlled in spite of the bad internal position. The India ('X
chan~es move slighUy, as the currency is firmly established at the rate 
of 15 rupees to the £1. Hongkong quotes for the ~ld ::\lex.ican doll~1r 
and a British trade dollar, Shanghai for the tael contain1ng on an aver
age 517.\ grains of fine silver. The Straits Settlements have fixed .their 
money Oll a gold basis at 2 Shillings 4 pence per dollar, 011 the !ill(>S 
ol the arrangement made in India. In Japan there is a gold standa.x·<l, 
nnd par of e3:change is 2 shillings OJ! pence for the yen. Brazil, Chile, and 
.<\rgentina have a depreciated paper currency, and tbe last 'quotation of 
48 pence is for the gold dollar equal to 5 francs, but there is a premium 
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on go!il in the River Plate of 127.2H per cent and for tbe present a 
gold standard is reestablish~d on this · basis. The latters :• T. '1,'." with 
the eastern exd .. l8uges signify telegraphic .. transfer or the rate for . pay
ments mage l>y cable. '..rhe ver;r importan~ New York r~tes are always 
given in another part of the daily paper wtth other detruls of American 
commercial interest. 

These rates ar~ all quotations for payments in England,· and all oyer 
the world the exchange on London is the exchange of the greatest Im
portance:· This unique position was ~ained originally, probably, throu~h 
the geographical position of the Umted Kingdom, and has been ma.m
tained owing to several reasons which secure to London . a pecuhar 
position by comparison with any other capital. Britain's colossal trade 
<:nsures a supply of and a demand for English. remittanc~s. Even 'Yhe.n 
goods or produce are dealt in between foreign countnes a cre.dit IS 
opened in London so that the shipper of the produce can oft'er m the 
local market a bill 'of exchange which is readily salable: "\Yith the high~y 
developed banking system a Jarg~ amount of deposits IS Cl!llected m 
London and the result is that bills of any usance up to SIX months 
can be 'immecliately discounted, and the proceeds, if required, can be 
banded over in gold. There are in London a great .n~mber of wealthy 
banks and banking houses whose reputatiop and sohdtty allow anY. one 
of them to accept bills for amounts varymg from £1,000,000 to £10, · 
000,000 sterling wnereby large commissions are earned. 

These four advantages, namely, a free g.old market, a huge trade,. an 
enormous accumulation of wealth, and a discount market such as exists 
nowhere else, have made London an. unriva.led financial center, and 
consequently bills on London are an mternational money and the best 
medium of exchange. 

Authorities: A B C of the Forei~n Exchanges, by . Geor~e Clare: 
Foreign ·Exchanges, by Goschen · Arbitrage, by Deutsch , Arb!1:!ages et 
·Parites, by Ottomar Haupt; Swoboda, .Arbitrage (twelfth edt bon), by 
Max Fuerst. 

The VICE PRESIDENT. The question is oh agreeing to the 
conference report. 

The report was . agreed to. 
CALLING OF THE ROLL. 

1\fr. JONES of Washington. I suggest the absence of a 
quorum. . 

The VICE PRESIDENT. The Secretary will call the roll. 
The Secretary called the roll, and the following Senators an

swered to their names : 
Ashurst Gronna Lenroot Simmons 
Ball Harding McCormick Smith, Ga. 
Bankhead Harris McKellar Smith, Md. 
Beckham Harrison McLean Smith, S. C. 
Calder Henderson McNary Sprncer 
Capper Ilitchcock Moses Stanley 
Colt Johnson, S. Dak. New Sterlin; 
Culberson .Tones, N. Mex. Newberry Sutherland 
Cummins Jones, Wash. Norris 'Thomas 
Curtis . Kendrick Overman Townsend 
Dial Kenyon Pa~e 'l'rammell 
Dillingham Keyes Phipps Walsh, Mass. 
Edge King Poindexter Walsh, Mont. 
France Kirby Pomerene Warren 
Gay Knox Ransdell Watson 
Gerry La Follette Sheppard Wolcott 

The VICE PRESIDENT. Sixty-four Senators have an
swered to the roll call. There is a quorum present. 

LADING A "D UNLADING OF VESSELS AT NIGHT. 

1\Ir. CALDER. I ask unanimous consent for the present con
sideration of Senate bill3418. This is a bill r~ported-a few d~ys 
3 ,.0 by the Committee on Commerce. It provides for the ladmg 
a~d unlading of vessels at night. The b!ll. wa~ prepared by t:?e 
Treasury Department, and its passage 1s desued by the Ship
ping Board and by shippers generally throughout the country. 

The VICE PRESIDENT. Is there objection to the present 
consideration of the bill? · 

There bein,.,. no objection, the Senate, as in Committee of the 
Whole, proc~ded to cons~der the bill ( S. ~418) to ame~d an 
act entitled "An act to provide for the ladmg or unlading of 
vessels at night, the preliminary entry of vessels, and for other 
purposes," approved February 13, 1911. · ·. 

1\Ir. OVERMAN. Let the bill be read, 1\Ir. President. 
The VICE PRESIDENT. - The Secretary will read the bill. 
The Secretary rend the bil_l, as follows : · 
Be it enacted, etc., That se~tion 5 of an act en~itled "An act. t~ pro

vide for the lading or unlading of vessels at .mght, the prelrmmary 
.entry_ of vessels, and for other purposes," approved February 13, 1911, 
be and is hereby, amended to read as follows: 

'" SEc. 5. That the Secretary of the Treasu~y shall . fix a reasonable 
rate of extra compensation for overtime serv1ces of Inspectors, store

. keepers weighers, and other customs officers and employees who- may 
be required to remain on duty between the hours. of 5 o'clock 
p. m. and 8 o'clock a .. m., or on Sun~ays or hoh~ays, to per
form services in connection with the ladrng or unlading of cargo, 
or the lading of cargo or merchandise for transportation in bond or 
for exportation in bond or for exportation with benefit of draw
back, or in connectio~ with the. receiv;ing or deliver.y of car~o on or 
from the wharf or lD connection With the unlading, receiving, <ir 
.examination of passengers' baggage, such rates to be fixed o~ the basis 
of one-half day's additional pay for each two hours or fraction thereof 
that the overtime extends beyond 5 o'clock p. m. (but not to 
exceed two and one-half days' pay for the full period from 5 o'clock 
p. m. to 8 o'clock a. m.), 1Ul~ two additional d~ys' pay for Snn
day or holiday duty. The sa1d extra compensation shall be paid 
by the master, owner, agent, or consignee of such vessel or other 
conveyance whenever such special license or permit for immediate 
lading or unlading or for lading or unlading at night or on Sundays 
or holidays .shall be granted to the collector of customs, who shall pay 
the same to the several customs officers and employees entitled thereto 

according to the rates fixed therefor by the Secretary of the Treasury: 
Provided, That such extra compensation shall be paid if such officers 
or employees have been ordered to report tor duty and have so re
ported, 'Yhether the actual lading, unlading, receiving, delivery, or 
examination takes place or not. Customs officers acting as boarding 
officers and any customs officer who may be designated for that pur
pose by the collector of customs are hereby authorized to administer 
the oath or affirmation herein provided for, and such boarding officers 
shall. be allowed extra compens9:tion for services in boarding vessel.:; 
at mght or on Sundays or holidays at the rates prescribed by the 
Secretary of the Treasury, as herein- provided, the said extra compen
sation to be paid by the master, owner, agent, or consignee of such 
vessel." .. 

l\1r. KING. Mr. President, is this the bill to w~hich the. Sena
tor alluded a few days ago, and stated, either upon the floor of 
the Senate or to a number of Senators who approached him in 
connection with it, that it involved no expense whatever upon 
the part of the Government? 

Mr. CALDER. No expense whatever. 
Mr. KING. It merely permits the owners of vessels and the 

consignees and employees upon the ves els, or the longshore
men, to make such contracts as they please respecting the un
loading of the vessels at night? 

l\1r. CALDER. Yes; and it permits customs officers to work 
at night and to be paid by the shipowner, with the consent of 
the collectors of customs in the respective districts. No ex
pense whatever is incurred upon the Government. 
, Mr. KING. 1\Ir .. President, I would like to ask the Senator 

two questions: First, what reason is there for the Government 
to fix the terms of special contracts that shall be entered into 
between the owners of vessels and the employees of the Govern
ment for the purpose of securing the unloading of vessels on 
Sundays or holidays? In other words, why should the Govern
ment intervene and prescribe the contractual relations that 
shall exist between the parties? That is one question. 

Secondly, if this bill should pass and there should l>e any 
considerable amount of overtime work done under the bill, 
would it not interfere with the efficiency of the employee· of 
the Government in the performance of their duties to the Gov
erument? I can readily conceive that if there is very much 
Sunday work or night work the employees working for the 
Go\'ernment and being called upon to perform this additional 
service would not be in condition to render efficient service to 
the Government. It might very materially impair theil· sen-
iceability to the Government and interfere with the proper per
formance of their duties to the Government. 

l\1r. CALDER. Mr. President, this bilf was prepared by the 
Treasury D8partnient. We have had a law on the statute 
books for a ll'Umber of years permitting the lading and un
lading of vessels at night, for which the Government employees 
were paid in some such manner as is prescribed in this meas
ur~. But a year or two ago the Attorney General held that 
men could not be paid for passing upon the baggage taken off 
ships at night, but could be paid for supervising the discharg
ing · of the cargoes. That caused some difficulty, because we 
found a customr. official examining baggage nt night and being 
unpaid for it, and right alongside of him a customs official 
examining cargo and being paid for iliat . . 

These men do not work very much at night. I venture the 
statement that they do not average more than a day a \veek at 
the most, perhaps four or five days a month. If the Government 
did not have some control over it, and the shipowner were com
pelled to bargain witll the customs ii.:lspectors and other Govern
ment employees all sorts of compensation might be demandeu. 
This bill permits the Government to collect from the shipowners 
not in excess of double pay for overtime. The collector of cus
toms fixes the pay for overtime, but can not allow more than 
double time for nights and Sundays. If I own a vessel and wish 
to have it discharged at night, it would be necessary for me to 
obtain a permit from the collector of customs to supervise the 
job. He worild assign regular customs employees and keep 
track of their time, and the shipowner would pay the collector 
for it, and then, in turn, the men would be paid by the Govern
ment. .The scheme is one that has been carefully considered, I 
will say to the Senator from Utah [Mr. KING], and meets with 
·the approval of the Treasury Department and the Shipping 
·Board as well; it is also satisfactory to the men who work in the 
Customs Service. • 

The bill was reported to the Senate without amendment, 
ordered to be engrossed for a third reading, read the third time, 
and passed. 

PUBLIC HEALTH SERVICE. 

Mr. CALDER. I ask unanimous consent for the consideration 
of Calendar No. 233, Senate concurrent resolution 14, creating a 
joint committee to make a survey of and to report on the activi
ties of governmental departments, bureaus, and agencies which 
relate to public health. 

( 
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l\lr. JONES of W.ashington. I wish to suggest to the Senator 

from New York that it appeared before the Committee on Ap
propriations a year or two ago that there were 47 different de
partments of heUlth activities connected with the Government 
activities, if not more, in the city of Washington. 

l\Ir. CALDER. This simply provides for an inquiry into these 
several departments, and a report to Congress. 

1\Ir. KING. Reserving the right to object, I would like to 
hear the resolution read. -

The Secretary read the concurrent resolution, us follows: 
. Senate concurrent resolution 14. 

Resolved by ille Senate (the House of Representatives conc-urring), 
'.rhat a joint committee be, and is hereby, created, consisting of three 
Members of the United States Senate and three Members of the House 
or Representatives,- to be appointed by the President of the Senate and 
the Speaker of the House, respectively, to make a. survey of and report 
on those activities of the several departments, divisions, burem.Is, offices, 
and agencies of the Government of the United States which relates to 
the protection and promotion of the public health, sanitation, care of 
the sick and injured. and the collection and dissemination of informa
tion relating thereto. 

SEC. 2. '.rhat such committee is .directed and empowered to report to 
the Congress not later than March ·1, 1920- · 

(a) The statutory powers and duties conferred by the Congress on 
any department, division, bureau, office, or agency of the United States 
Government to carry on any work pertaining to the conservation and 
improvement of the public health, together with any rules and regula
tions authorized Ol' promulgated thereunder; 

(b) The organizations now existing in the Fe~eral Governm~nt for 
the purpose of carrying out these powers and duties, together w1th the 
personnel of, appropriations for, and expenditures by each department, 
division.~. bureau, office, and agency during the fiscal year ending June 
30, 191:1; .. 

(c) The coordination now existing between said departments, dtV1-
sions, bureaus, offices, and agencies, together with any conflicts, over
lapping or duplication of powers, duties, functions, organizations, and 
activities; 

(d) The cooperation and coordination now existing between the Gov
ernment of the United States and the government of the several States 
or extragovernmenta aq-encies fo~ the conservation or improvement of 

' e::,PutJllc- health ; •. ·· • . • . . . ~ . . , 
.r';'\· (It) Such.fu.r'ther in!Qr-~tion. a stJ~h comtl}itt'I!T::may-{l(!em pMper;. • 
• ; (f)~ Such recommendations : as •sue mmitt J1M:Ity..Acem a dyj ab~ ·lg 

oft;er for the improveent of the public health work of the United stales 
Government. . 

SEC. 3. That such committee be, and hereby is, authorized during_ t!Je 
Sixty-sixth Congress to send for persons, books, and papers, to admmlS
ter oaths and to employ experts, deemed necessary by such committee, 
a clerk a'nd a stenographer to report such bearings as may be bad in 
connection with any subject which may be before such committee, such 
stenographer's service to ~e rende~·ed at ~ cost not exce~d}ng $1 p~r 
printed page; the expenses mvolved 10 carrymg out the prov1s10ns of th1s 
resolution one baJf to be paid out of the contingent fund of the Senate, 
and the other half out of the contingent fund of the House; and that 
such committee may sit during the sessions or recesses of the Congress. 

1\lr. OVERMAN. l\lr. President, I do not think we ought to 
pass this resolution. The matter ought to be taken up by the 
Committee on Appropriations. In fact, the Appropriations Com
mittee of the Senate have this question before them in the mat
ter of appropriations for the Child Labor Bureau, the Census 
Bureau, and others that are doing this kind of work. We ap
pointed a man who is doing work in the Treasury Department, 
l\Ir. Brown, who is known as an efficiency man, to look into this 
question and to report to the Appropriations Committee the 
amount of duplication of work that is being done, and the char
acter of it, by the Public Health Service. I th.ink this matter 
could be just as well treated, if not better treated, by the Com
mittee on Appropriations, rather than by a special committee. 
I shall object to· its consideration. 

1\lr. FRANCE. 1\lr. President, I wish the Senator would not 
object, because I feel that the Committee on Appropriations 
can scarcely find time to look into the question. I think that 
such a committee as is provided for by the concurrent resolu
tion is necessary. · It really is nothing more than a resolution 
authorizing the holding of hearings and the paymerit of stenog
raphers, except that instead of being the Public Health Com
mittee I thought it was better, in order to have both branches 
of Congress represented, to have a joint committee appointed. 
I might have asked the chairman of the Public Health Com
.mittee for a resolution authorizing the Public Health Com
mittee to hold hearings, but I thought, in order that the matter 
might come up in a fairer way and receive the direct con
sideration of both branches of Congress, it would be better 
to have a special committee. 

Mr. OVERl\1AN. 1\Ir. President, I will not object to its 
consideration. I will not vote for it. I will withdraw my 
objection to its consideration. 

The Senate, by unanimous consent, proceeded to consider the 
concurrent resolution. 

ru:r. CALDER. I move to amend the resolution, in line 14, 
page 1, by striking out the words "March 1" and in lieu 
thereof inserting "June 1." 

The amendment was agreed to. 
The concurrent resolution as amended was agreed to. 

LIX-41 

RAILROAD CONTROL. 

Mr. 0Ul\Il\1INS. 1\Ir. President, I move that the Senate pro
ceed to the consideration of the unfinished business, being Sen
ate bill 3288. 

The motion _was agreed to; and the Senate, as in Committee 
of the \Vhole, resumed the consideration of the bill ( S. 3288) 
further to regulate commerce among the States and with for
eign nations and to amend an act entitled "An act to regulate 
commerce," approved February 4, 1887, as amended. 

Mr. STANLEY. I send to the Secretary's desk the following 
amendment. 

The VICE PRESIDENT. There is an amendment pending 
now. The pending amendment is the amendment of the Senator 
from Washington [1\Ir. PoiNDEXTER] to strike out on page 'l.'J, 
line 22, the paragraph extending to line 17 on the following page. 

1\Ir. POINDEXTER. Regarding that amendment I would like 
to make a brief explanation. 

The VICE PRESIDENT. The Chair has recognized the 
Senator from Kentucky [Mr: STANLEY]. 

l\fr. STANI.EY. I will yield the floor to the Senator from 
Washington. 

l\1r. POINDEXTER. I am very much obliged to the Senator 
from Kentucky. 

l\Ir. President, this amendment is to strike out, on page 77, 
beginning with line 22, the proviso, including the balance of 
the paragraph, after the word " Provided " in that line, down 
to and including line 17, on page 78. It relates to the long
and-short-haul provision of the bill. 

The effect of the amendment would be to leave the so-called 
long-and-short-haul rule, as it is contained in the ·act to regu
late commerce, unqualified. I feel reassured in offering the 
amendment and in urging its adoption from the support which 
it has from the chairman of the committee, whom I regard as 
perh,aps the best informed and most widely experienced author-

-ity pon_railro~d guestions in ·the cou~try. r .• fo • ':~ • 
~mittee on~_!~e--c'omm~~oe of the Senate ·in::the.~;.:;.:~;:;:·~t.~<'~:. 

last Congress considered -a bi whic -had":";th-e-Mm ~s ::~. •.·· , • . .... -
this proposed amendment and reported that bill favorably; -in ' ~ ..• .-......... ~1.!~ .-, 

quite an elaborate report, contained in Report 576 of the Sixty- "·. 
tifth Congress, third session. I ask to have the report .Printed 
as a part of my remarks at the conclusion of what I shall have 
to say. • 

The PRESIDING OFFICER (l\Ir. SUTHERLAND in the chair). 
Without objection, permission is granted. 

Mr. POINDEXTER. Before the Committee on Interstate 
Commerce it was testified by a reliable witness that by_ reason 
of the discrimination in railroad rates by which a lower ·rate 
was given for the long haul than for the short over the same 
line in the same direction for the same quality and class of 
goods or for passengers that a great interior section of the 
country, called the intermountain section, composed of States 
sometimes cr.lled the Rocky Mountain States-the States of 
Mont.ana, Utah, Idaho, Wyoming, Arizona, Nevada, and the 
eastern portions of California, Oregon ana \Vashington, east of 
the Cascade Range of Mountains-paid in excess freight, that 
is in rates that were in excess of the rates that were charged 
to the Pacific coast terminal points which were at a greater 
distance from the point of shipment, an annual amount of up
proximately ~11,997,248 in addition to the freight rates that 
they would :3ave had to pay for the shipment of the same 
amount and character of goods if they had enjoyed the same 
freight rates with which their competitors at the more distant 
points were favored. 

As Mr. Campbell said in his testimony-
That is $998,104 a month, or $33,270 a day. The average excess 

war tax that will have to be paid by the intermountain country upon 
a similar amount of traffic would amount per year, if it ran a year, to 
$359,000 or $29,000 a month or $999 a day in excess war tax. 

By that he means that in war tax upon freight bills, in addi
tion to having to pay the excess discriminatory increased rate, 
that the country which was suffering from the discrimination 
was compelled to pay excess war tax upon the freight in excess 
of what the more distant communities were required to pay 
to the amount of $359,000 a year. 

I think perhaps the situation that is intended to be remedied 
by the amendment can best be explained by stating the actual 
transaction of the shipment of freight and naming some of the 
sections which are affected by the discriminations referred to. 

In the shipment of freight from Chicago, New Ym.·k, Pitts
burgh, or the other great centers of the East-and I am only 
stating these by way of illustration because the same principle 
applies to the South and it applies also in the West to shipments 
that are eastbound as well as those that · are westbound-upon 
shipments from those great supply centers, we will say to San 
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Francisco, a certain rate of freight is ;aid. The shipments I under whicb they have discrim.inated against many of the in
pa~s through the city of Salt Lake. They go on 800 miles farther L.wd and ·interior pbints and thus built up large commercial 
to- t11e city. of San Fmncisco. The same ship-ments over the same centers where nature did not design them in many ca es. 
line, if delivered 800 miles short of · the San Francisco destina- l\Ir. STERLING. The inference might be that the Interstate 
tion, at Salt Lake City, or co-ntiguous points in the State of Commerce Commission in favoring the discrimination made of 
Utah, pay a much higher rate of freight tban if carried on to tile itself a trustee rather of the railroads with special regard for 
terminus of the line. · railroad interests rather than the public welfare. 

It seems to me that a mere statement of the situation con- Mr. POI~TDEXTER. I think that is a very clear inference, 
tains all the argument that is necessary to- convince anyone who and my impression is that privately it is, or until recently has 
·is familiar with the genernl principle of uniformity o-f taxes and! been claimed, by members of the Interstate Commerce Com
uniformity of rates for public service in this country-which is mission, that it is their function, of course "ithin what they 
n cardinal point upon which our institutions are based--of the construe to be proper principles and legitimate limits, to pro
absolute necessity o-f removing the diseriminati<>n if tbat prin- teet the raih·oads against water' competition. 
dpie is to be maintained. The argument o~ the coast cities that they are entitled to 

Mr. STERLING. 1 shollltt like to have the Senator state, if discriminatory railroad rates because of their natural acl
Jle will, what reason is urged for the discrimination between the vantage ot being located upon the ocean is entirely au illogical 
longer and the shorter haul. and inconsistent position. Nobody can take away from the 

Mr. POINDEXTER. 'l"'he princi.PQl reason that is urged or coast cities their natural location and whatever advantage may 
has been urged in the past is the necessity of the railroads to be derived from it. The advantage of the terminal points on 
meet water competition at the Pacific coast. The actual in the Pacific coast is the advantage of being located upon the 
tiuence, I think, which has been most powerful in maintaining Pacific Ocean, and you carr not take that adYantage away from 
the discriminntion, has been the powerful influence of the larger t.bem~ because you can not remove the Pacific Ocean. They are 
cities nt the terminal points on the seaboard in holding on to~ going to continue to be upon the ocean and it always seemed 
the advantage or supposed rulrnntage which they have over to me to be the height o-f inconsistency and poor logic to claim 
their competitors. It is a perfectly natural action when we, that because they had a great natural advantage, that the 
understand the inevitable; universal Eelfishness of human nature, Government acting through its railroad commi ion shonld give 
that when they have an adnmtage which tran fers to them the them the artificial a<lTantage of discriminatory railroad rates. 
business of the inte~ior th~y will exert every means and in- They say that they should have low rates because if they 
.fluence· that they can command to prevent a cbange in the situa are not llli.lde freight will be shipped by ' ater. I am at a 
tion. And yet in clinging to thi advantage they ha•e lost the loss to understand how it can be a disadvantage to a . eaport 
greater one of manufacturing and maritime growth. to. receive its goods by water instead of b.y railroads i1 H re-

Tbe fact. of the case is, h.owever, tl1at instead of the:re being; ceives them at a lower rate than the railroad can give them. 
·actual water co.J.n~etition, whieh i:; put_for~v~rd as the rea em on If it ~s &'Lid on their behalf that the railroad ~er\'ica iS. ~<1re .;$ ... 
the part of the rmlroads for- making eli cnrmnatory rates to the expeditio (llld..th.ey- seek to -gain that :mo.re expeditioos.~sel'l'ICe . · •·· 7"- .: · · 

~ . terminal points, during the greater p~nt of the_e:'dstelli!6-~ li : ~~ -· - ;,. · · is · · ~})jeet to tlle-·.general ·' ~ 
• :;_ .... ~._-. ,.~'J ·:·~ 7:~-:: 1liscrimination.: which- ha-s persts . _tllro-qg!l_~- rule gov-erning retes to other PQints, then they are e.ekin"' not 
~-~ .. : ;_,:_:-~~"befonrtntrcemplel.~_n of the Panama Canal, tllore has. a natural ad~antage but an a1·tificial advantage, and tl1ey 
•·· .. .;..!.~·: ·• been no aetna] water competlhon at !lll. . should be relegated to the competition of water lines, ancl 

The great fleets that we sho-uld have in the ser~1ce of the the co-untry should have the benefit which will come from the 
Nation in transporting gootls between the eoa ts of the A_tlantic development of marine transportation, of which they are de
antl the- Pacific have not been deve~o:ped ~'luse- ~1e rail~oa~s. prived if the railroads can make prohibitory rates with which 
"Were. allowed, under an interpretation of the pronso which IS the ship lines carr not compete. 
now proposed to be sh'icken out, to make rates to meet what was We have a great many terminal cities in my own State which 
called potential 'Yater co-mpetition. . are enjo.ying these descriminatory rates, !Jut sucl1 discrimina-

In other words, it was said that if tlle rate were not maue tion is so abhorrent to the sense orfairness, which is clutrac
at the terminal points water competition ''ould be developed teristic of the American people~ and to that right~ a I re:ml'd 

·and that when de-velope<l it "·ould take business away from the it, to uniformity of treatment from the Government and :from 
·railroads. To speak frankly, the p~-o~so ba been i~terpi·e-ted those age-ncies of Gm·ernment performing public sen:ice func
by the Interstate Commt>rre Comnnsswn as ~hough 1t .were a tions~ such as the railroads, that I have not the slightest doubt 
tribunal established for the purpose. o-f prot~tmg the rmfroa?s. that the people themseh-es of these citie , a ide from the par

. It is a eommission whose functiOn 1 to regulate and superviSe ticular interests which Illily bo engaged in hipping over the 
the raih·oa.<Js, and from .that fact ~er~ s~ms to have been 6~ railroad , will sup.port tllis amendment and the aboli hment 
dnced a principle of action (}y winch m tllll€s past, at least, 1t of this ili crimin:at10n . 

. assumed the trust of securing for the railroads an. of the trn~e: 1\.Ir. S~IITH of GeoJrgia·. The Senator·s amendment goes to 
that existed between the two eoast and p1·eventrng any o-f It tile extent o.t reino\iD<>' all discretion from the Inter tate om
from bein-g diref'ted to water lines. m rce Commission with refer-t:nce to the rong an 1 .·hort hauls, 

Mr. 1\IOSES. 1\Ir. President, may I a k the Senator from. does it not?-
Was.llington if the point just now argued is not cared for in sec- 1\fr. POINDEXTER. It does. 
tion 37 of the bill before us, where it provf(les that ''no sll:cll 1\Ir. SJ1ITH of Georgia. And he proposes to leave no discre-
authori:zation shall be granted on account of merely potential tion anywhet·e on that subject? 
1\--ater competition not actually in existence-"? · Mr. POINDEX'l'E.R. I propo to leave n discretion any-

l\1r. POINDEXTER. I think so far as that poin~ is con- where to allow the- Intelrstate Commerce Commi ion to make a 
cerned it is cared for in the provision that is containe(l in the rate f<»" a long haul that is less than the rate which they Inillke 
bill and it was because of the practice just mentioned that the for a short haul over the same- line in the same: direction for 

I :irriend.ment was placed in tbe bill. But there are --various other the same elass of goods. The amendment propose to remo~e any 
1
claims that have been made by tile railroads anu by the terminal di~retion urider those conditions and ciJ.·cumstances. 

' cities, S"llCh a..s market competition and B;b_nses o~ discriminations I may say that that was the purpose of" the original interstate-
which arise und~r actllill water ~mpetltion wluch we are seek- commerce act. It ,-vas exvected that that wo11Id be the gem ral 

' ing to, avo-id and to abolish b-y striking €lUt the proviso al- princlpi~ .Although certain cliscreti~n was vested i.n the In-
together. terstate Commerce Commjssion, it wss expected that it would 

1\lr. KL,G. If the Senator- will partlon me, :i.u reply to the only be e:xercised in special cases~ but, instead of that expecta
question propounded by the Senator from New Hamp.Jlire [Mr. tioh being realized, the exception has becom the rule, nd 
l\losEs], I wish to supplement the statement made: by t.be Sen- throughout the South and the lVest this discrhninution exi. ts. 

1 

ator from ·wa hington by an observation. 1\lany of the large In ,..,-hat is called the official classification territory, the territory 
brokers a.nd wholesale dealers and jobbers concentrate in the lying north of tbe Potomac River aml ea.st of tlle Mi si if)pi 
eoa t cities such ns an Francisco.. They deNire to build up. River, these abuses do not exist except in a very small uearee; 
t.be-il· !Jusiness there- and for that reason they have induced. bnt in the South rind in the ,-vest thi discrimination i univer al. 
the railroads o:r have been in collaboration with the railroads In other words, every terminal, every point upon a southern 
in securing those points u:s the objectives of the freight, so that river or upon the Pacific Ocean enjoys a lower rate foi· the long 
the- poop.le in the inl nd districts Iul.ve been compelled to see haul, the more expensive haul, inv~ving greater service on tbe 

~their freight pass b~ their own. doors and go on to the coast pa~t of the transportation company, than <l?es the ~nte;.·nle{~iate 
and then be transshipped back to Denver and Salt Lake City pomt for a short bani and for a less expensive service. lt 1 so 
nnd Reno nnd intermediate. points. It; ha been a conspiracy abhorrent in itself to the fundamental prin"iple of uniformity 

~between some of the cities u.pon the coast and in favored dis- and justic~ that I beJieve the discretion to grant exceptions to 
tricts and the jobbers and wll9lesalers and business men there, t.bose principles ought to be removed. 

-~ ~ 

I 
J 
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Mr-. Sl\HTH of Georgia. l\fy question is this: If the Sena

tor's nrnen<lrnen t preYails, no discretion is left anywhere with 
anybody to modify d~n rges where circumstances. seem to re-
quire it? . 

1\Ir. POL 'DEXTER. No discretion is left anywhere to mod
ify charges under the conditions that I have just stated. 

1\lr. SMITH of Georgia. As between the long and short haul 
principle? 

Mr. POINDEXTER. As between the long and short haul. 
While they still may charge as much for the short haul as for 
the long haul, they would not be allowed to charge more for 
the short haul than for the long haul. That is correct. 

l\1r. MOSES. :dr. President--
The PRESIDING OFFICER. Does the Senator from Wash

ington yield to the Senator from New Hampshire? 
l\fr. POINDEXTER. I yield to the Senator from New 

Hampshire. 
1\lr. MOSES. I desire to ask the Senator if the adoption of 

his amendment would produce a rigid application of a flat 
mileage rate? 

Mr. POINDEXTER. It would not; and I am not in favor 
of a flat mileage rate, because a flat mileage rate would simply 
substitute one set of discriminations for another. What I aru 
aiming at is to remove discriminations; to put communities upon 
an equal footing. Although in the development of the principle 
of railroad regulation in the future we may possibly come to a 
rate in accordance with the service, I am not now discussing 
that; I am not in favor of it at the present time. While it has 
been urged by some in opposition to this amendment, or to the 
bill, which is equivalent to it, that it would have the effect of 
establishing a mileage rate, that . is based upon an absolute 
misapprehension of the amendment. It will do nothing of the 
kind. On the contrary, as I said a moment ago--using the West 
as an illustration, because .I happen to have in mind the great 
trunk lines of railroad passing through that section and am 
familiar with the relative location of the particular communi
ties-the shipment of freight passing through Boise, Idaho, and 
going 500 miles farther on to Portland, Oreg., if it were based 
upon a mileage basis would be very greatly less to Boise than 
it would be to Portland, but we do not propose anything of that 
kind. We haYe an amendment here which would still allow 
Portland to receive goods for the long haul-an excess of 500 
miles over the haul to Boise, and a very expensive piece of 
transportation, because it goes through a mountain country, 
inYolving difficult and expensive railroad construction and ex
pensive transportation because of the great power that is in
volved in taking trains over a mountain grade-for the same 
rate that Boise rccei ves. 

I hope that the idea that the amendment involves a mileage 
rate or anything tending toward a mileage rate will not be 
entertained in the consideration of the amendment. 

1\lr. MOSES. Did the Senator state that such a provision is 
in the bill now? 

1\Ir. POINDEXTER. What provision? 
Mr. MOSES. A provision which under the citation which 

the Senator has just made in the case of Portland and Boise, 
Portland would be allowed, if the bill should become a law, to 
receive a lower rate for the long haul? 

Mr. POINDEXTER. Yes; that is in the bill. There is 
nothing in the bill which affects that in any way at all. The 
railroads now grant a lower rate for the haul to Portland, and 
might be allowed to continue to do so if the bill should be 
enacted without the amendment which I propose. To illustrate, 
I l:hall tell of an incident, an actual case, which has no im
portance in itself because there are thousands of such cases, 
but it makes clear the situation. A dealer in Spokane, Wash., 
ordered a carload of coffee from New Orleans. The importers 
in New Orleans wired the Spokane house tha they could not 
ship a carload of coffee at that time, but that there was a car
load en route, on the rails, on the way from New Orleans con
signed to Portland, Oreg., 350 miles farther on, and that they 
could arrange with a Portland house to let the Spokane house 
have that carload. As a matter of fact, it was switched off the 
main 1ine at Spokane. I1' it had not been switched off it would 
ba ve gone through the city of Spokane to Portland, 350 miles 
farther on ; and yet because it was stopped 350 miles short 
and delivered at Spokane, the Spokane dealer, and conse
quently the Spokane consumers of coffee, were required to 
pay a much higher rate than if it had gone the longer distance. 

Mr. McNARY. 1\fr. President--
The PRESIDING OFFICER. Does the Senator from Wash

ington yield to the Senator from Oregon? 
1\fr. POINDEXTER. I yield to the Senator from Oregon. 
1\Ir. McNARY. I wish to ask the Senator whether dif

ference in the matter of rates is uot based upon the economic 

situation which arises when water routes come into competi
tion with rail routes? In order, I may say, for the shipment 
of . coffee referred to, to reach Portland, where it would come 
into competition with water transportation, it was necessary 
for it to bear a smaller freight charge than if shipped to 
Spokane. . 

Mr. POJNDEX;.rER. That is the theory I have just been 
discussing; that is the argument which is made; but my answer 
to that is, if the coffee could be shipped to Portland by water 
under fairly comparable conditions as to service which would 
obtain in a shipment by rail, then there is no reason why it 
should not go by water. Portland would be no worse off. The 
railroads would claim that they might lose the business, but 
the transportation business of the country consequent upon the 
increase of population and the volume of business and in view 
of the still more rapid increase which we will haYe in the near 
future, is and will be so great that the railroads can not attend 
to it; they have been congested; there wiD be more business 
than the railroads can handle; and it is in the interest of the 
country to allow the water lines to procure a portion of the 
business and for the benefit of Portland, the metropolis of the 
great State which the distinguished Senator represents here so 
well, to receive the advantages which would accrue to her from 
being in reality as well as in name a maritime city, of having 
ship line and all the incidental business that comes from the 
building, operation, and supplying of ships. 

Mr. JONES of Washington. Mr. President--
The PRESIDING OFFICER. Does the Senator from Wash

ington yield to his colleague? 
1\Ir. POI!\TDEX'l'ER. I yield to my colleague. 
1\Ir. JONES of Washington. I was just going to suggest 

that the policy which is now in force has the effect really of 
preventing the de>elopment of the American merchant marine. 

Mr. POI:l\TDEXTER. My opinion is that my colleague is ab
solutely correct in his statement--
~ Mr. Sl\1ITH of Georgia. Why so? 

Mr. POINDEXTER. Just a moment-and that this· diserim
ination by which the railroads have been allowed to put their 
rates down under the pretext of meeting water competition, to 
put them down to such a point as would prevent the develop
ment of water competition, has been the most potent factor
more potent than all other circumstances put together-in pre
Yenting the development of maritime commerce upon our rivers 
and upon our coast lines. 

Mr. WALSH of Montana. Mr. President--
The PRESIDING OFFICER. Does the Senator from Wash

ington yield to the Senator from Montana? 
1\fr. POINDEXTER. I yield to the Senator from Montana. 
1\Ir. WALSH of Montana. Referring to the inquiry a few: 

moments ago addressed by the Senator from Georgia [Mr. 
SMITH] to the Senator from Washington, I am curious to 
know what particular conditions the Senator from Georota 
had in mind which would justify a higher rate for the sh~rt 
haul than for the 1ong haul. Of course, two conditions have 
been suggested in connection with this discussion; that is to 
say, competition to a point which has water communication and 
competWon to a point which l!as railroad communicatio!l. 
Those two ideas ha>e been advanced. Can the Senator from 
Georgia suggest any other conditions which would seem to 
justify the imposition of a greater charge for the ~·hort haul 
than for the long haul? 

l\Ir. Sl\IITH of Georgia. Those are the two main justifications 
that I had in view. Two railroads run between two points· one 
road is substantially longer than the other · the shorter' line 
with the shorter mileage has a rate fixed for it. The >ery 
much longer line of railroau between the two points will not 
be able to carry any of the business unless its charge between 
the two terminals is the same rate which the short line charges. 
It might be impossible for all the business of the longer railroad 
to be conducted on that low mileage rate which would be essen
tial to give it part of the business between the two places, and 
yet, as a part of its entire business in connection with its other 
business, it might be desirable for that railroad to haul the 
traffic which it would haul between the two points. 

Mr. WALSH of Montana. Of course, that is based upon the 
argument of a rate to a common competitive railroad point? 

1\fr. Sl\1ITH of Georgia. Yes. 
l\1r. 'V ALSH of Montana. That is one argument; the other i.:; 

hauling to a point where there is water communication; so that 
we meE:>t the same old argument; that is all. 

l\1r. POINDEXTER. The result of the case stated by the 
Senator from Georgia-and he Yeri:fies the apparent assumption 

·of the Senator from Montana that there are no other cases ex
cept these two, rail competition and water competition-would 
be that he would allow this long line that he speaks of, assum: , 

·' 
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ing the oth · r conditi{)DS to be -correct ~s he has stated them, in 
rder to get a portion Df this business at the junction. point, to 

mak.e .a rate at wb~t is called out-'Of_.pocket cost-that ls, to 
make a little mm·e than the aetna! cost of the transaction itself 
wih"Out earning anything on the investment-in order to enable 
the railroad to get that he would tax the people along tl:l.a.t tine 
intermediate betw~n the two points by compelling them to pay 
a higher .railr<>ad rate than they otlrerwise w<>nld have to pay. 

Mr. s:All'I'H uf Georgia. Not at alL 
Mr. POINDEXTER. 'That would be the effect of it. 
-Ir. SMITH of Georgia. Not at all. 
Mr. POINDEXTER. \VeU. I insist thnt it would, The Sena

tor 1illl.Y have different opmion, and I am glad to bear 1t. 
lli . .SMITH of Georgia. I -only wish io stop the Senator long 

enough o say that I would not do it upon the theory that I 
oTertaxed the intermediate points. The very power to .carry 
this freight thro~~ as a part .of the railroad's entire business 
might -result in tts being done m{)re eeonomicaUy, whereas with
out that business it might be necessary tD tax e~en higha· the 
.intennediate point.s. , 

It is an exeeedingly oomplicated pL"oblem that really it i'S 
difficult for {)De who has not made a specialty of the study . 
of freight rates and freight combinations to present, and I do 
not claim to ha·ve :made a special study of it. I have .. gatb.eroo 
what information I hn.~e from ~rtain h~rings and investiga
tions with which I have been connecred, and I do not thi~ 
the theory is that you increase the burden on the intermWiate 
points, but that tlre whole volume '()f business .carried by the 
transportation company makes it possible, -e\'en at the inter~ 
mediate points, to carry "freight tor less than they wou.ld other
;wise be able to -carry 1t. 

Mr. POINDEXTER. That is the old, o1d argument. 
Mr. SMITH {)f Georgia. Yes; but not necessarily u.nsound 

because old. A great many th~os that are old .are sound, and 
I have listened with pleasure in the past few months to many 
very eloquent speeches by the Senator from Washington in
sisting that the old was better than some of tbe ne'v t'hat bas 
been. suggested, especi1tliy in international :affairs. 

Mr. POTh'DEXTER. :l'hut is true. That does not mean that 
e't~ing that is old, -particularly old arguments, is good, 
.however. What I \1a8 tallting about were old institutions, and 
the old Constitution of the United States. Thei·e are lots of 
-old threadbare arguments that haxe been discarded D.nd ex
ploded that are not necessarily good because they nre old. 

l\Ir. SMITH 6f Georgia. I was only desiring to contest the 
p:ropositiQn that a tbi.ng is necessarily bad because it is old. 

Mr. POINDEXTER. I did not say th-at it was. 
Mr. SMITH of Georgia.. I am beginning to reaeh a period in 

lifu wbei"e I object to such a suggestion. 
~lr . .POINDEXTER. The Senator seems to admit that it is 

~ld ; and he assumes that the intermediate points on all these 
rail lines. in object:iug to this argument, wbich they ha~e had 
thrust at th-em for 25 m· SO years, are mistaken about tbeir ~wn 
interests. The Senator argues that all of this great intel'ior 
rountry -of the South, w.hich, nnli1..--e his city of .Atlanta, is suf
:fer!ing from these discriminatory rates while Atlanta gets th~ 
benefit of lower rates, is tlghting against its own interests; 
t.hat tll~ peol)le "Of that section do not know what is good for 
them. He is arguing that in <~bjecting to paying this 11,000,000 
a yea.r of e:s::eess fre4.~t rates, the intermountain country is 
simply preparing the way to ha\e to pay a still greate1.· burden of 
freight rates if the discrimination is remo-ved. 

Ther-e are a great many answers to that argrunent which 'v-e 
lla¥e ha« to meet for a generation or more. One of th-em is, nnd 
I think it is perfeetly evident, that high rates are much less 
oojecti:ona.ble in themsel~ than uiscriminatury rates. It is 
not the hlgh freight rates that people object to particularly 
in "Our -country. we· pay perh-aps the highest freight rates that 
are paid in. any section of the United States, and we are not 
seeking, directly at least, to have them reduced. 

"\Ve do not kll{)W that a reduction of rates will necessarily 
be the result of this. 'Vhnt we are seeking is to remoT"e the 
discrimination. What tbe interior towns in Georgia and in 
2.'ennessee and in other sections of the Souttt n.re seeking is tu 
remo"e the discrimination which they ru.·e suffering from, as 
against Atlanta and other points which are enjoying these 
lower rates whlch are made by the Interstate Commerce Com
mission :at some terminal points, for the longer hrui.l1 whether 
on acrount of railroad competiti'On or water com-petition. But 
actual e},._rperience soows that no such raising ·Of rates would 
result. As a matter of fact, as shown by actual .eo.nditions on 
the Pacific coast, it is often the long lin~ which gets the busi
ness in "COmpetition With the short tine. · 

Mr. HENDERSON~ Does the Senatm- know whether or n<:>t 
l.he railroads under Go~ernment control lm\e diseonti.nued 
1
these discriminatory rates? 

Mr. POL"VDEXTER. They have to a large extent. I do not 
tlli:nk they have done so altogether, but they have to a \ery 
large extent 

Mr. HENbERSON. I have heard that they have discon~ 
tinned them to a -very 1arge e:xtent. Now, if that is the case, 
is it not tight and proper that nnder this legislation we should 
.protect the country Rt,ouinst a return to those practices and prin
ciples that have been going on in the past? 

Mr. POL"'{DEXTER. Undoubtedly that is the case, and that 
is the purpose of this mnen.dment; and I am ~ery gtad indeed 
that the Sermt<>r from Nevada has pointed tllat out. I want 
to say also, in connection with that, that this .apl)rehen ed 
injury that would be received by the terminal puints, or those 
w:hieb ru-e :benefited by this discrimination, has not ma~rialized 
at all. They have not been injured by removing the discrimi
nation and putting them upon a.n equal basis with competing 
communities. 

A large -city like .A.tlaDta is not going to be hurt bectm.se of the 
prosperity of the smaller towns surrounding it. Their pros
perity will add to the prosperity of Atlanta, because they n.re 
tributary to it nd will continue to be tributary to it; and the 
same thing is true 'Of the gl.'eat terminal point.s nDon tlle Pacific 
and also upon the Atlantic. 

Mr .. SMITH of Georgia. lfr. Pre.<;;id:cnt--
llr. POINDEXTER. Just one minute. I want to complete 

the point to whieh I \Yas eilling attention. It .has been oo 
injury to New Y-o.rk City to establish a system of rates by which 
manufae...tu.ring communities have been built np along all the 
.lines of railroad in the great N-orth .and East. In Illinois, Ohio, 
.:mil Indiana, clear to the Mississippi River; great manufacturing 
tmrns have been built u:p. It' has not been an injury to CbiCllgo. 
'Those farther east ha\e oot been an mjury to New York. 
Their prosperity has contributed to the prospexity of tb.-e 
lll€tropolis, and the ~arne thing will be true in other sections of 
the eoun~r. 

M.r. S.MITH of G-eorgia. I wish to assure the Senator that I 
had no particular place in new; .nnd I ag1·ee with him fully that 
the devetol)ment of all. _places ru·onnd a lnrge city within reach 
of the business of that ctty contributes greatly to the growth of 
the larger city itself. My suggestions with reference to thi~ 
subject wet-e due i:o the fact that it seems to me absolutely 
-essential that thet·e must, in some instances, be a disregard o! 
llie fiat long-and-short-haul rule. If the Interstate Ooilllllerce 
Commission hn:re gone too far in discriminations, they should 
cease it; but I was afraid that to strike out enti:reJ.y the 
privilege of any consideration of peculiar cireum tances which 
t-eqillre nn abandonment, at least to o.n extent, of the long-and
short-haul principle would produce embarras:;m.ent to eom:merce 
and add to too confusion that already exists in connection with 
transportation problems; nnd I hesitate to n.pproye the ug
gestion that to .no tribu.Ik'd and nowhere shall any discretion 
be l-eft upon th-at subject. I am afraid of its consequences, and 
the fear of trouble from it has come to me from man:y.· sections 
of the Southeast, and I Jmve heard from nowhere any. sp cial 
prote t ag-ainst existing conditions. 

111r. POINDEXTER It is natural thnt "fear of trouble" 
would come to the Senator from every city that is faro.reu by 
lower rates than those charged its competitors. T.hat i per~ 
fectly natural. I haTe had the same experience. E>teryl>ody 
has had the same experience. Every city that enjoy. · dis
cri.Inlrnttory Tates is going to tty to hold onto them. But the 
Senator is too experienced .a statesmnn, too well "\""ersed in 
the fundamental princlitles of government, to favor the use 
of the powers of: goTernment or of public :service to :fa >Or one 
-community as against another on account of a protest of that 
.kinc4 coming ftom p11rely selfish motives, which are of the most 
elementary and obvious lrind. 

.1\Ir~ WALSH of Montana. :Mr. P1·esident, will the Senator 
permit a further interruption'? 

The PRESIDTh~ OFFICER. Does the Senator from \Vash
mgton y.iekl to the Senator from 1\Iontana? 

Mr. POINDEXTER. I yield. 
1\Ir. W .AL H {)f 1\Ion.:tana. Another id a in connection with 

tlle matter Jms su~ested itself to me, in view of the recent 
statement of the Senator irom Georgia, A great 1D1lll.Y people 
feel that these more or Jess doubtful questions should be 
intrusted to the dise:retion of the Interstate Commerce Com
mission, that it will ct wisely in the premises, and so forth ; 
but I submit to the CORSJ.~eration of the Senator ft·om Georgia 
particularly ''hether we -ought to repose any such power in 
the Interstate Commerce Commission or in any ~ther board 
which gives it the opportunity to build up a terminal city, 
with the result of lo s .and tlestruction to the inter\ening 
points. 

Fror instance, tile~- te fr m -tbe eastern section of the country 
and the l\liddle \Vest to Seattle, as pointed out, is considerably 

I 
. [ 
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less than the rate to Helena or to Spokane. An lndustiJr, for 
instance, a packing house, is to be established at one of these 
places. Of course it will go to the place that has the lower rate. 
All of those products are carried to Seattle, for instance, as 
against Helena or Great Falls or Spokane, so you place it in 
the power of the Interstate Commerce Commission to destroy 
a bus iness, and a yery profitable business, for instance, in one 
of these interior towns by compelling it to pay a higher rate 
than a comp{:'titor in the same line of business is obliged to pay 
at the terminal point. In other words, you place in the hands 
of the Interstate Commerce Commission the power td say 
whEc>ther the interior towns shall be permitted to grow or whether 
the terminal points shall absorb all of the business of that sec
tion, and I uo not belieV"e we ought to place any such power as 
that in the hands of the Interstate Commerce Commission or 
any other body. 

1\lr. HEl\DERSON. 1\Ir. President--
1\Ir. POINDEXTER In just one second. 
1\Ir. President, I do not believe such power should be placed 

in the hands of a Government tribunal any more than there 
should be placed in its hands the power to make one rate of 
taxe for one individual as against another rate for another 
in(li'ridual. Railroad rates are for service of a public nature. 
Taxes are for service of a public nature, and the most ele. 
mentary principle of taxation is that taxes should be uni· 
form. I want to call your attention to a de<'ision of the Supreme 
Court of the United States, in which they gave expxession to the 
iden, which is obvious without such expression, that the chief 
purpose of all of the intricate laws for the regulation of inter· 
state commerce is to secure this very thing-uniformity. It 
could not be abused to any greater extent thun it has been 
abu ed unde1.· this long-and-short-haul provision. 

In the ca. e of Texas & Pacific Railway Co. v. The Abilene Cot
ton Mill Co. (204 U.S., 426) the Supreme Court says: 

That the act to regulate commerce was intended to afford an effective. 
m~alls for 1·edressing the wrongs resulting from unjust discrimination 
ond undue preference is undoubted. Indeed, it is not open to contro.
versy that to provide for these subjects was among the principal pur· 
poses of the act. (Interstate Commerce Commission v. Cincinnati, New 
Orleans & Texas Pacllic Ry. Co., 167 U. S., 479, 494.) And It is ap
parent that the means by which these ~eat purposes wtlre to be ac
complished was the placing upon all carriers. the positive duty to estab
lish cbedules of reasonable rates which should have a uniform applica
tion to all. 

It is quite surprising, 1\Ir. President, that among the conspicu· 
ous abuses that have grown up under the proviso and under the 
exception vesting this discretion under the fourth section in the 
Interstate Commerre Commission is that this principle of uni· 
.formity which was the chief object of the section, as well as of 
the second and the third sections and of the act itself, has been 
absolutely destroyed in the making of comparatiye rates between 
communities, and discriminations ha'"e been established which 
hare the same identical effect as discrimination between indi· 
Yiduals, except that their blighting effect falls upon whole cities, 
States, nnd sections of the country, I yield to the Senator from 
Nevada. 

Mr. HENDERSON. During all the years that these pro
visos and special section clauses have been in the act have 
they operated to the benefit of the interior States in any par
ticular cases? 

:Ur. POI~DEXTER. 1\Ir. President, they haV'e retarded the 
growth of tlle interior communities. I do not think that there 
is any more deadly blight that can fall upon a community than 
to haV'e to pay a higher freight rate than some rival community. 
It is obvious, from an examination of disputes before the Inter
state Commerce Commission and in the courts, that even a very 
slight discrimination in a rate in favor of one individual as 
against another will have the effect of not only benefiting the 
one individual and injuring the other but will have the effect 
of making one prosperous and destroying the business of the 
other. It is a question of life or death. The only circum~ 
stances which have enabled these communities that have suf· 
fered from these discriminatory rates to survive and to pro
gress at all have been the enormous natural resources of the 
country. They ha\e lived practically upon themselves. They 
have paid a tribute to rival communities which sapped their 
strength and drew away their resources by reason of an arti
ficial system of rates which favored other sections at their 
expense. 

:Mr. HENDERSON. Has not this principle done more to re
tard the development and prosperity of the interior Stutes than 
any other one thing? 

Mr. POI1 TDEXTER. I think more than all others together; 
nnd while it has been retarding the development of the inter
meillate country, it has been a national injury hy the congestion 
of business at certain terminal points. Low freight rates in 
one community as compared with those in another community 

are ·a powerful magnet to draw business to that point, and as 
business accumulates at that particular point it becomes more 
expensiV"e, ground becomes more valuable, and consequently the 
cost of production is increased. The living expenses of em
ployees are higher and the public has to bear the consequences 
in tl1e higher cost of living. 

In a great emergency, such as the war suddenly brought upon 
us, when the capacity of the transportation systems of the coun· 
try was taxed, we found that on account of this c~:mgestion at 
certain terminal ports, like New York City, which happened to 
be on that side of the continent from which shipments to the 
scene of war were being made, the congestion was so great as to 
paralyze transportation for weeks at a time and jeopardize the 
success of the Nation in a great crisis. 

The policy of the country should be to encourage the distribu· 
tion of manufacturing and business throughout the country at 
available points, in accordance with the natural opportunities 
and resources of those points, instead of drawing it all. as with 
some powerful artificial electric machine, into· the vortex and 
maelstrom of an overcrowded and congested metropolis at the 
end of a railroad line. 

I may say, Mr. President, that I can readily see lying back 
of the arguments that have been made in behalf of this abuse 
the benefit that the railroads have derived from it, and I am 
not saying this in disparagement of the railroad management. I 
expect people in business to look out f~ their interests. We 
do not expect men engaged in private business to subordinate 
the interests of that business to the public welfare. We expect 
that public welfare to be looked out for by the Government and 
by public tribunals. 

Railroad companies are in the business of selling tra.nsporta· 
tion, and if, in supplying a great area of country, they can 
establish a system by which the greatest possible amount of 
transportation, instead of the least necessary amount, will be 
sold it is manifestly to their advantage. So they have built up 
a system by which, beginning with the policy or theory of 
carrying commodities to the end of the line and then back to 
the intermediate points be gradually modified through the 
efforts and struggles of the communities which suffered from 
it, the railroads enjoyed the longest haul instead of the shortest. 

I submit to the Senator from Georgia [Mr. SMITH] and to the 
Senate that a good public policy would be the reverse of that; 
that we should economize in transportatio~ that the least 
amount of transportation that would accomplish the object to be 
achieved, the delivery of the goods to the consignee, should be 
sought in any system of freight rates or in any regulation of 
railroads. 

l\1r. SMITH of Georgia. Will the Senator yield for a question? 
The PRESIDING OFFICER (lUr. EDGE in the chair). Does 

the Senator from Washington yield to the Senator from 
Georgia? • 

Mr. POINDEXTER. I yield to the Senator. 
1\lr. SMITH of Georgia. The Interstate Commerce Commis

sion is made up of e~-perts who have given a thorough study to 
this question and a thorough study to the character of rates that 
are essential to furnish to the railroads themselves the most 
economic system of transportation. Does not the Senator think 
it probable that when they fix these rates they take the questions 
into consideration which the Senator has mentioned, and really 
have in view giving a system of rates that will facilitate the most 
economic transportation? 

1\lr. POINDEXTER. Not only I do not--
1\lr. Sl\llTH of Georgia. Just one word further·---
Mr. POINDEXTER. I wish the Senator would not ask too 

many questions at one time. · 
1\Ir. SMITH of Georgia. Very well; I will stop for the pre ent. 
Mr. POINDEXTER. I not only do not think they have done 

what the Senator seems to think they have done, but I know 
they have done just the opposite. They have not only not estab· 
lished a system of rates which tended toward the production 
of an economic sy tern of transportation, but, on the contrary, 
they have made rates almost universally, wherever there was 
ever any excuse of railroad competition or water competition, 
lower at the longer point than they have made at the. shorter 
po-int, and that is all that is necessary to be said to controvert 
the assumption of the Senator from Georgia. That is not an 
economic system of transportation. That is the most P..xpensive 
system of transportation, because it encourages, by the lower 
rate. the hauling of goods tbe longer distance. The economic 
system of transportation is the hauling of them the shorter 
distance. 

1\!r. SMITH of Georgia. Mr. President, is it not true that a 
long haul sometimes can be made cheaper than a short haul, 
and, entering into the whole of the business of the road, facili· 
tates generally cheaper charges? 
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1\Ir. POINDEXTER. A long haul over the same line and in 
the same direction can not be made more cheaply than a short 
~~ . 

l\Ir. SMITH of Georgia. Suppose the business to the one 
point were sufficient both ways to fill a car and to another point 
the car would be hauled empty if a rate was not given that 
enabled the handling of the business? 

l\Ir. POINDEXTER. That does not change the question in 
any way at all. Even if it were necessary, after you have un
loaded the car of its freight, to carry it on the balance of the 
journey to where it gets its return cargo, that would be mucb 
cheaper than hauling a loaded car to the end of the line and then 
hauling a load back again for distribution in the interior. 

Nobody would propose that, because it is uneconomic, but lt 
is not nearly so uneconomic and contrary to good business 
principle as it is to haul the entire load to the end of the line 
350 or 800 miles of unnecessary transportation. 

Mr. HE~TDERSON. Mr. President, I should like to ask the 
Senator from Georgia why the shipper should be compelled to 
pay the freight rate on hauling an empty car any distance 
after his load has been delivered? 

Mr. McLEAN. I should like to ask the Senator if he intends 
to pres for a vote on his amendment this afternoon? 

Mr. POINDEXTER. I do not intend to press for a vote on it, 
but I am not going to occupy any great amount of time. 

Mr. McLEAN. I understand the amendment has been offered, 
but has not yet been printed. 

1\fr. POINDEXTER. It was offered on ye terday. I do not 
know whether it was printed or not. It i simply to ~trike out 
the proviso beginning on page 77. 

1\fr. 1\fcLEAN. I will say to the Senator that I think there 
will be considerable objection to the amendment, and I wanted 
to know whether he was going to ask for a •ote on it right 
away or whether he was simply discussing it, intending to 
bring it up later. 

Mr. POI!\'DEXTER. The amendment is pending now. I am 
not particularly zealous about pressing it immediately to a 
vote. Of course I would like to get it disposed of as soon as I 
can. But I want e>eryone who is interested in it to :'la>e a 
full opportunity to discuss it. 

Mr. McLEAN. The Senator knows that it was •ery thoroughly 
d.iscussed in the Committee on Interstate Commerce, and the 
proviso finally determined upon was in the nature of a com
promise, and I know that many of us had hoped that that 
would dispose of the matter. I shall certainly object to the 
amendment proposed by the Senator myself, and I think it would 
lead to some discussion. 

1\Ir. POINDEXTER. I am di cuRsing it now, and I presumed 
the Senator would discuss it. I do not want to shut· off dis
cussion. There is nothing in the inUmation of the Senat( r 
that it should not have been offered, if that is his intimation, 
because it was understood, at least by some members of the 
committee. that I resened the right to offer it in the Senate. 

Mr. McLEAN. I am not que tioning the right of the Sen· 
ator to offer the amendment, but I am stating that it was prett:9 
thoroughly considered by the committee. 

l\Ir. POINDEX'l"'ER. What is the Senator's intimation? That 
it has been considered sufficiently to take a vote on it right now? 
If that is his intimation, I agree with him, and we will take 
a vote. 

Mr. McLEAN. No; my intimation was contrary to that, so 
far as the Senate is concerned. I think it i::; a matter that 
may not be unclerstood by the Senate, and if action was to be 
had I should ask for a quorum, and should hope that those 
intt!~ested in it would present their views to the Senate, es
pecially those in opposition to it. 

Mr. KING. If the Senator from Washington will yield, I 
want to assure the Senator from Connecticut that many of us 
are very earnest about it, and the bill will not go through, if 
some of us haYe our way, unless this provision is stricken out. 
It is so unjust, it has worked such hardships, such irreparable 
injury, to large sections of the country, it has been so discrimi
natory in favor of certain terminal sections, that I would regaJ.·d 
the passage of tile bill without eliminating the provision as a 
public calamity. 

1\fr. CUlUl\HNS rose. 
l\Ir. l\1cLE~lli. I am not intimating--
The PRESIDING OFFICER. The Senator from 'V"ashington 

has the floor. Does he yield to the Senator from Connecticut? 
l\:lr. POINDEXTER. I yield to the Senator from Iowa. 
Mr. CUl\11\HNS. I do not understand the position of the 

Senator from Utah. The provision is in the law now. 
1\fr. KING. I understand that. 

Mr: CUMMINS. A failure to get out of the present law an 
objectionable provision ought not to be considered an objection 
against the bill. 

Mr. KING. If the Senator will pardon me, the bill if passed 
in its present form would perpetuate an existing evil, and while 
we are remedying evils and providing a new system for the 
regulation of railroads we ought to eliminate some of the evils 
that exist now. 

1\Ir. CUMMINS. The bill does not perpetuate the evil in all 
its enormity, if I may use that term--

Mr. KING. No; it is an improvement. 
1\fr. CUMMINS. Because it does modify to a degree, and a 

•ery material degree, the present law and removes to an ex
tent some of the objections against the existing law. 

Mr. SMITH of Georgia. But you lea\e the power to the 
Interstate Commerce Commission subject to certain limitations 
that were deemed advisable. 

l\1r. CUMMINS. At the present time the Interstate Com
merce Commission has entire, complete discretion to grant au
thority to a railroad to charge more for a horter than a longer 
distance over the same line in the same direction. The bill 
attaches to that discretion the requirement that the le ser 
charge for the longer distance must be fairly compensatory. 
There is some difference between that and the rule adopted by 
the Interstate Commerce Commission, which is that the lesser 
rate for the longer distance must be at least sufficient to defray 
the out-of-pocket costs. The bill says "compensatory." There 
is some difference, of course, between a rate that pays out-of
pocket cost and a rate that is compensatory. 

I do not intend to interfere at the present time, but I did 
not want the Senator from Utah [Mr. KING] to charge up 
against the bill evils which ha•e been obvious in the present 
law. 

1\fr. POINDEXTER. Mr. President, I did not understan1l 
that the Senator from Utah did charge up against the bill these 
evils, but he is of the opinion that so long as the entire ques
tion of railroad regulation i before the Senate, the remo•al 
of the abuse ought to be made complete and effective. 

I want to call attention, in view of what has been said by 
the Senator from Georgia [Mr. SMITH], to a remark made by the 
court in reference to certain discriminations that exist in his 
section of the country. In the case of Behlmer against Louis>ille 
& Nashville Railroad the court said: 

'.fhe appellees contend that th~ smaller charge for tbe greater dis
tance is in this case of great importance to the city of Charleston, 
as well as to the section of country adjacent tbei·eto, as by means 
thereof tbe merchants of that city are enabled to build up a trade 
that would otherwise be lost to them. 

The city of Atlanta might be substituted for the city of 
Charleston, and we would have the ca e existing then in the 
Senator's own State. 

But the court goes on to say: 
That may be true, but is not the same argument applicable to 

Sumrr.erville and other ~nter!or cities along the line of tbe roads 
operated by the appellees between Charleston and Memphis? In order 
to build up one locality we should not tear down many others. 

That, in a nutshell, is the entire case. 
Perhaps a clear understanding of the enormous unju t bur

den which is placed upon the great interior country can be ob
tained from specific figures and from a mere statement of gen
eral principles, so I wish to call attention to certain specific 
rates upon a few of the principal commodities. 

.Mr. 'VATSON. May I interrupt the Senator? 
Mr. POINDEXTER. I yield to the Senator from Indiana. 
Mr. W .A.TSON. Does the Senator intend to press the long-

und-short-haul provision to a vote to-day? 
Mr. POINDEXTER. That depends upon circumstanc s. I 

have not con idered the question. I a sumed that it would 
take its natural course and come up when the debate is 
finished. 

Mr. WATSON. When the Senator from Minnesota [l\Ir. 
KELLOGG] left yesterday he requested me to say--

Mr. POINDEXTER. I have no de ire to deprive any Sen
ator of the opportunity of debating the matter, but I prefer 
to take that question up at me conclusion of my remarks. 

Mr. WATSON. Very well. 
l\1r. Sil\Il\IONS. I should be very glad if the Senator would 

now indicate whether he will ask for a vote upon his amend
ment to-day. The Senator from Indiana [Mr. WATSON] has 
just referred to the absence of the Senator from Minnesota 
[Mr. KELLOGG], who is deeply interested in the amendment. 
The Senator from Washington must realize that this is one 
of the most important provision in the bill. The amendment 
would make a very radical change in the present law. 

;' 
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A great many Senators on tbis side of the Chamber, t.o my 

knowledge, are very deeply interested in tbe amendment,' _both 
pro and con. Some of those who are dee:ply interested against 
the amendment did not expect action upon it to-day and are 
n6t present. I wish the Senator from Washington would indi
cate whether it is his purpose when he finishes his argument 
to ask for a vote. 

Mr. POINDEXTER. I will take that up with the Senat.or 
at the conclusion of my remarks. I should like to have the 
matter discussed and disposed of. 

l\lr. Sil\IMONS. To my knowledge there is a desire to dis
cuss it by a number of Senators who are not now here. We 
would be treating them with some degree .of discourtesy if we 
should attempt to force the amendment to a vote this after
noon. 

.Mr. POINDEXTER. I have not said anything about forcing 
it to a vote. 

1\lr. SIMMONS. I know the Senator has not, but I just want 
an expression from him that he will not. 

Mr. KING. 1\.fr. President, I--
. The PRESIDING OFFICER. The Senator from Washington 
has the floor. 

l\Ir. POINDEXTER. I should prefer while presenting the 
matter, which the Senator from North Carolina says is one 
of the most important parts of the bill-and I agree with him 
in that respect-not to interfere with the consideration of it 
by the Senate by an agreement that we are not going to .act 
on it at a particular time. 

Mr. Sil\Il\fONS. I do not want any agreement not to act on 
it as soon as we possibly can do .so. I only indicated that I 
would like an expression that we are not to act upon it to-day. 

Mr. POINDEXTER. I think we .ought to proceed with it in 
the ordinary course. I do not want to do any injustice to any 
Senn.tor by unduly pressing it. It is very likely that there will 
be considerable debate on it by Senators. I am satisfied there 
will be, and I should be glad to confer with the Senator a little 
bit later about the matter of an agreement postponing the -vote 
upon it. 

1\fr. KING. I should like to say to the Senator from North 
Carolina [1\Ir. Sn.uroNs] that yesterday the Senator from 
Washington {Mr. POINDEXTER] offered the amendment and was 
prepared to discuss it and ask for a vote then. At my request, 
as I recall, action was deferred until to-day. The motion to 
amend made by the Senator is in the RECORD, and the Senator 
made a brief statement which appears in the REconn, a brief 
statement indicating his position and indicating, of course, that 
he would ask for a vote upon the amendment at an early op
portunity. 

I merely say that to indicate that there has been no purpose 
upon the part of the Senator from Washington to take snap 
judgment upon anybody. 

Mr. Sll\IM:ONS. I am not intimating in any way that there 
has been-- -

Mr. POINDEXTER. Mr. President, I decline to yield any 
further at this point. 

l\Ir. SIMMONS. Will the Senator let me make one observa
tion in reply to the Senator from Utah? 

The PRESIDING OFFICER. Does the Senator from Wash
ington yield to the Senator from North Carolina? 

Mr. POINDEXTER. If the Senator will make it brief-
::Ur. SIMMONS. No; I will not make it if the Senator ob

jects. 
Mr. POINDE-XTER. I prefer to take up the matter at some 

other time than in the midst of my -effort to present my argu
ment on the amendment. 

I was proceeding to point out some specific abuses, specific 
rates, and the communities which suffer from them un-der the 
existing law, which would be removed by adoption of the 
amendment. 

Quoting from the report of j:he Interstate Commerce Com
mittee of the Senate in the last Congress, I read: 

This resulted in some instances in the interior point being charged 
a rate double that which was charged the terminal point, and in 
practically all cases, before recent modifications were secured, a very 
much larger rate than was charged to the terminal point, although 
the interior point was a much shorter distance from the point of 
origin a.nd the service rendered by the currier correspondingly less. 

l\1r. Sl\IOOT. Mr. President--
Mr. POThrnEXTER. Just one moment and I will yield. 
Goods such ~s structural steel, dry goods , canned goods, wire fencing, 

nails, iron pipe, and practically all commodities manufactured in the 
East or Middle West. passing through the railroad Jards in Spokane, 
Boise, Denver, Reno, etc., in carload lots, and carrie from 300 to 800 
miles farther, O"'l"er rivers and mountain ranges, to the ocenn terminal, 
were charged a lower freight rate, 50 or 7- or a greater per cent 
less, t ban if the same goods, in the same car, were unloaded in the 
iiame freight yard at the interior point through which they passed 
en route to the terminal. A carload of coffee from New Orleans to 

Portln.Dd · by way of Spolmne, r~consigned en route so as to be d eliv
ered in Spokane insread -of being bttuled .350 miles farther to I'ort
land, bore a higher rate of freight than if carried on and delivered i.n 
Portland. Prior t"o December 31, l91S-

It is to prevent a return to these conditions that the ::unend
ment is sought-
the rate on a carload of structural steel, minimum weight 60,000 
pounds, from Pittsburgh, Pa., to Portland, Oreg., or Seattle, Wash., 
was- $.390 at G5 cents per hundroed. In being transported from Pitts
burgh to Portland or Seattle this car -passed through Spoknne. If the 

. same car were eonsigned from Pittsburgh to Spokane the rate was 
· $585 at 9H cents a hundred, although the transportation company 

was saved the expense of hauling this 60,000-pou.nd car 350 miles 
farther to the ·P:ac1fie coast terminal, crossing, in the case of consign
ment ro Seattle or -Tacoma, the great Cascade Range ~f mountains. 
A carload of canned goods, 36,000 pounds minimum weight, from New 
York to the Pacific coast terminal bore a rate uf $270; for the shorter 
distance to Spokane it bore a rate of $396. A carload of -paint, 40,000 
pounds mi.nimmn weight, from New York to Seattle or Portland. bore 
a rate of $300 ; to Spokane of $440; of twine, 40.,000 pounds minimum 
weight, from New York to the Pacific coast, $3-QO; to Spokane, $440; 
of wire fencing, 50,000 pounds minimum weight, from Pittsburgh, P~>., 
to the coast, $375 ; to Spokane, $500 ; of butts and binges from t"de 
same point, 50,000 pounds minimum weight, to the eoa.st, $375 ; to 
Spokane, $500. A carload of dry goods or cotton cloth from New York, 
.3$,000 pounds minimum weight, at 90 cents a hundred to the Pa~ific 
coast terminal, bore a rate of $324; to Spokane a rate of $1.25 a 
hundred, amounting t~ $450. A carload of nails, -80,000 pounds mini
mum weight, from Pittsburgh, Pa., at 65 cents a hundred, had a rate 
to Portland and Seattle of $520, to Spokane at $1 a hundred, or $800 
per car. 

I yield now to the Senator fr.om Utah. 
Mr. SMOOT. Did I understand the Senator to say tnat he 

was reading from a Teport of the Interstate Commerce Com-
mission? - · 

1\Ir. POINDEXTER Of the Interstate Commerce Committee 
()f the Senate, made at the last Congress. 

Mr. SMOOT. I notice it stated that the rate was nbout 
double in some cases. I want to call the Senn.tor's attention to 
a ~se that came under my personal observation. ThB last time 
I went t<> San Francisco to buy wool for the Provo Woolen Mills 
I purchased four carloads of wool. I went up to the S-outhern 
Pacific Railroad and asked, What is thB rate on wool to-day? 
They sa.id, "75 cents a hundred." I said, "I have f<>ur carl-oads 
that I desire to ship." "Where do you want t<> ship lt, to Bos
ton Qr Philadelphia 1" I said, "No; I want to ship it to Pro\'"o, 
Utah." "Oh, well, then the rate is $2.25 a hundred"; in Qther 
words, one-quarter of the distance and three tim~s the amount. 
Tllat is the condition und-er which we have been living in the 
intermotmtain country f<>r a great many years. There is an 
overall factory at Salt Lake City, and whene-ver a carload of 
denim is shipped from New YQrk to Salt Lake City $400 a ear 
more must be paid than if it were shipped through Salt Lake 
City to San Francisco. Mr. President, I -could stand here all 
day long and cite similar cases. 

I thought we had this matter settled years ago when the 
Senator from Iowa [Mr. CuMMI ~s] and some others of us made 
a fight for this very thing, but when the bill went into (!Onfer
ence the whole provision w-as changed. The language was so 
rewritten that it amounted to nothing. So I lwpe, with all m-y: 
heart, that the Senate of the United States will adopt the amend~ 
ment which has been offered by the Senator from Washington 
and that when it gQes to conference nothing will eliminate it 
from the bill. · , 

There is nothing in connection with railroad transportation 
that is more detrim-ental to dl1!erent sections of the country than 
the practice of such discriminations as have just been pointed 
out by the Senator from Washington. 1 

Mr. POINDEXTER. Mr. President, I run obliged to the Sena
tor from Utah [Mr. SMOOT] for the clear statement which he has 
made. It brings out the fact that this is such an obvious in
justice that there can not be any combination of circumstances 
which would justify it. It is contrary to the fundamental 
principles of Government; and I have thought-! have not under
taken to work out the legal proposition and I do not know that 
uny success could be achieved by so doing-but I have thought 
that it was contrary to the Constitution of the United States, 
which guarantees to every citizen equal protection under the law, 
to charge him or his community more for .a less service on the 
part of a public-service corporation under the regulation of the 
Go-vernment than is charged to his fellow citizens for a greater. 
service ; to charge more for hauling goods a short distance than.· 
is charged to his competitor for hauling them a long distance. I 

It is very true, as the Senator from Utah has stated, that it: 
was expected at the time of the amendment of the interstate 
commerce act in 1910 that this abus-e would be -abolished, but 
that by reason of modifications in conference those hopes were 
disappointed and the old abuse remained. The same thing isj1 

true, l\Ir. President, as to the expectation aroused on the occa~ 
sion of the passage of the or1ginal act of 1887. There are in,. 
corporated in the report of the committee, which I haTe in .. 



G48 CONGRESSIONAL RECORD-_ SENATE. DECEMBER 16, 

serted as a part of my remarks, extracts from the debates, in
cluding tl1e statement of Senator Cullom, of Illinois, at the time 
of the pas age of the interstate commerce act in 1887 chair
man of the Committee on Interstate Commerce, who was one 
of the con ervati>e members and rather inclined to take the 
railroad vie"\\point of those matters, believing it to be for the 
best interests of the country, that it was intended to remove 

_ this discrimination; but he said that there might be some 
exceptional cases in which, for a particular reason, such a gen
eral rule would work injustice. So they put in the exception; 
but the exception ate up the law. The result was that the 
abuse became universal, and there is not a point upon a river 
or upon the seacoast which recehes goods by the long haul, at 
the terminus of the line, that has not set up a claim to a 
beneficial and a discriminatory rate under this exception which 
was vested in the discretion of the Interstate Commerce Com
mission ; and there is not an interior point in the great area 
outsi<le of the official classification territory that has not suf
fered the consequences of it. 

Senators from New England are opposing this amendment, 
and ret if this rule, from which the South and the ·west are 
suffering, were applied in New England it would be impossible 
to maintain throughout the New England States, upon every 
watercourse where originally water power was used but now 
principally steam power, the factories which have made that 
region the greatest manufacturing center of the Union. 

Kew England is not suffering from this abuse . ...\.Senator from 
Kew England a ked a moment ago if this would not establish a 
mileage ba is of freight rates, indicating a misconception which 
has been iu many instances propagated throughout the country 
for the purpo e of maintaining the advantages which certain 

- cities are enjoying under the present rule. All of the great 
manufacturing territory east of the Mississippi and north of the 
Potomac RiYer has been built up by a removal of these discrimi
nations. It would be impossible for Moline, Ill., or Rockford, Ill., 
to maintain the great factories, to employ the thousands and tens 
of thousands of people in those cities and similar cities in that 
section. if the city of Chicago enjoyed a. greatly lo"\\er rate, or 
even if it enjoyed a slighUy lower rate, upon raw materials than 
is enjoyed by Rockford, l\Ioline, and other smaller towns where 

: such factories are located. It is only by reason of equitable 
rates, it is only by reason of establishing the principle of uni
formity, that manufacturing has been distributed throughout 

, that section of the country, that employment has been given to 
· all of those communities, and, as a result, the metropolis itself 
has grown greatly by reason of the development of the surround
ing tributary country. 

As further illustrating the abuse, I wish to call attention 
also, in addition to what I have just read, to the fact that the 
great State of Idaho, which is a wool-producing State, is unable 
to develop a wool market or a wool-compressing industry, or 
even to ship its product at a favorable rate to the wool markets 
of the East because of the discriminatory freight rate, because 

. of freight rates which · give Portland, Oreg., 500 miles farther 
west, a very much lower rate upon wool to the great wool 
market of Boston. 'Vool is shipped from the sheep ranges of 
Idaho to the Pacific coast and there baled and reshipped back 

- through the yery territory where it originated to the consuming 
market in the East. That is a waste of transportation ; it is 
an injustice to the people of the interior sections of the country 
to take wealth out of those sections, concentrate it in another 
section of the country by reason of an artificial advantage 
which they derive from governmental regulation, when it ought 
to be the purpose of the GoYernment to avoid such abuses and 
to secure just and equitable treatment. 

Mr. Sl\IOOT. I wish to call the attention of the Senator to 
the fuct that if a citizen of Utah desires to purchase the pelts 
of sheep or the hides of cattle, the only way he can do so success· 

· fully is to move to Los Angeles, Calif. A man dealing in hides 
and pelts living in Los Angeles can come into Utah, buy the 
hides and pelts, ship them from Utah to Los Angeles, and then 
reship them from Los Angeles to the East, and make a. profit 
on the transaction. A merchant is not supposed to go into the 
business of purchasing pelts and hides in the State of Utah or 
to be on an equal footing with the same kind of a merchant in 
Los Angeles, Calif. The railroads say otherwise; they want 
Ute business to go to Los Angeles and therefore they an-ange, 
through the freight rates imposed, that it shall go there, and 
they make it profitable for it to go there. 

Mr. POINDEXTER. l\Ir. President, to cite some of these 
rates, Portland Oreg., is 500 miles farther from Boston than 
Boise, Idaho. And yet the rate on baled wool from Portland 
to Boston, unless it bas been recenUy changed, is $1.25 a hundred 
pounds, and .from Boise to Boston it is $2.14 a hundred pounds. 
The rate on wool in sacks f_rom Boise to Portland is 96i cents; 

so that wool can be shipped from Boise to Portland, 500 miles 
west, and reshipped from Portland to Boston for $2.21! for the 
entire transportation, whereas the direct shipment from Boise to 
Boston, 1,000 miles less, is $2.14. It is perfectly manifest that no 
wool-baling industry can be developed at Boise, although it is in 
the center of the wool-producing section of the countty. 

That was a case presented at the time the report to "\\hich I 
have referred was made, and I am not sure whether the condi
tions exist at the present time, because there bas been some 
effort on the part of the Railroad Administration to remedy 
the most ftagrant of these abuses. The entire section of the 
country which I have in mind has struggled, to my knowledge, 
for 25 years to throw off this blight of discriminatory railroad 
rates, and sh·uggled unsuccessfully, until the Railroad Adminis
tration in certain sections-not everywhere-taking advantage 
of the fact that on account of the war, what little transportation 
had existed through the Panama Canal had been cut Qff and 
there could not be raised the excuse of water competition, be
cause there was not a single ship plying between the two 
coasts through the Panama Canal, removed this abuse. The 
purpose of the amendment is to establish in the law the principle 
of uniformity so that communities in tl1is country, incluuing 
many great States and various great sections, will not have 
staring them in the face the prospect of a reestablishment of 
these discriminations. 

It is obvious that if a man who is considering the establi h
ment of an industry or the enlargement of a business in which 
he is engaged does not know that he will continue to receive 
equitable treatment with regard to freight rates it is impossible 
for him to secure U1e capital to carry on his business or to 
make a success of it, and it is only when uniformity is fixed 
in' the law that his bu. iness will be put upon a permanent anu 
successful basis. 

Mr. KNOX. I should like to ask, for my information, 
whether this condition of which the Senator speaks-the muell 
higher rate from, say, Idaho to the East than from the coast 
to the East-is a condition that has existed only during the 
Government administration of the railroads or whether it 
antedated that time? 

Mr. POINDEXTER It antedated that time. It has existed 
ever since railroads were built into that country, or very shortly 
after that time. 

Mr. KNOX. Do not the Interstate Commerce Corumi sion 
have the power to regulate that? 

Mr. POINDEXTER. Yes. 
l\Ir. KNOX. They have not done it? 
Mr. POINDEXTER. They not only have not done it but they 

have perpetuated the abuse, and have taken positions in the 
past-from some of which they have gradually receded-which 
made the injury which resulted from the discrimination far 
beyond anything that could have been conceived as probable. 
It has not only injured immediately the communities that 
suffered from the high freight rates but it has had the effect 
of preventing the development ·of coastwi e shipping and of 
river shipping. 

We have spent in the neighborhood of a billion dollars in the 
improvement of waterways in this country, and yet, as a result 
of this one proposition of permitting railroads to meet water 
competition or under the principle which was adopted by the 
Interstate Commerce Commission of meeting imaginary water 
competition, called potential water competition, no boats are 
plying upon the \Vaterwars which have been constructed at such 
great expense. It has had the effect of retarding the develop
ment of great sections of the country and o::t congesting bu iness 
in certain populous centers, with consequent increased expense 
to the people and increased cost of production. It bas bad the 
effect of putting a blight upon waterway transportation, of which, 
now that business has increased and the volume of transporta
tion is greater than the railroads can care for, the cotmtry is 
very much in need. 

I may say in further answer to the Senator from Pennsyl
vania, repeating to some extent what I had already said, as 
shown by the debate in the Senate when the interstate-commerce 
act of 1887 was being discussed, that it was thought at that time 
that the fourth section of the interstate-commerce act removed 
this abuse; but that has been an absolute disappointment and 
illusion, because they put into the f9urth section, whicll laid 
down the identical rule which I am seekin~ to have establi hed 
as the law, an exception allowing the Interstate Commerce 
Commission in special cases to grant exceptions to the fourth
section rule, with the result that the exceptions have become 
the rule, and there ~ e uo cases in \Yhich either water competi-

. tion or railr0ad competition exists in which the rule is not en
tirely nugatory. 

I 
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Mr. HENDEHSON. May I cail the Senator's attention to the 

fact that the same conditions referred to as existing in Idaho 
also exi. t in Nevada, Utah, and other Western States? That 
practice is pretty general and uniform throughout the 'Vest. 

Mr. POINDEXTER Yes; and it exists also throughout the 
South. 

1\!r. HENDERSON. Throughout the South. 
l\!r. POINDEXTER. The only section of the country that 

<loes not suffer from it-and to that it owes its prosnerity, in 
large part-is the North and the East, what is called official 
dassification territory. 

To illustrate the way in which this rule is applied to one sec
tion and not to another section, I have just stated the dis
crimination in rates, eastbound, as between Portland, Oreg., 
nnd Boise, Idaho. Now, anyone would think that if that prin
ciple is to be applied on the ground of water competition, the 

· same discriminntion would exist in those shipments as between 
Pittsburgh and New York, for instance, or Pittsburgh and 
Boston. In shipments from the 'Vest passing through Pitts
burgh, say, on the Pem1sylvania Railroad and going to New 
York, you would think New York would get a low rate and 
Pittsburgh a high rate, because New York has the benefit of 
water competition and Pittsburgh has not; but no such rule is 
applied in the East. 

Pittsburgh gets at least as low a rate, and perhaps a lower 
rate, than New York does; but when you :reverse the considera
tion, as to the great volume of manufactured goods which goes 
to supply the population of the Mountain States and those of 
the Pacific coast, you will find that all of the intermediate 
points pay a much higher rate than the terminal points. If we 
are going to have that sort of a principle it ought to be applied 
universally. One section of the country ought not to be re
lieved of it and other sections of the country suffer from it. 

Senators upon the floor here from the South oppose this 
amendment; and yet I think you will find that in every case 
where a Senator is opposing it he has a city in his State, per
haps the largest city in the State, that has the good end of this 
proposition, that is enjoying the low rates and using its influ
ence to prevent the removal of this benefit. 

The railroads have succeeded by fuis system in driving off 
the boat lines and removing that great competitor. It is per
fectly natural that they should desire a system by which they 
can suppress the rival transportation system. We spent $350,-
000,000 in digging the Panama Canal. One of the principal 
purposes of the expenditure of that money was to secure cheap 
transportation between the Pacific and the Atlantic; and yet, 
as is pointed out in detail in the report of the Senate Commit
tee on Interstate Commerce in the last Congress upon this same 
bill, boat transportation through the Panama Canal has not 
been developed, but has been suppressed and rendered impos
sible because of the system of meeting water competition by 
putting railroad rates down to a point where the boat lines 
could not compete. 

When the railroads do this they have to make up the differ
ence somewhere. If the railroads, in order to drive off ship 
lines, are allowed to put their rates down to a point which they 
claim, at least, and which the Interstate Commerce Commis
sion recognizes as being so low that it would not pay interest 
on their bonds or dividends upon their stock, they could not 
operate the railroads under that system. 

They have to get the money from some source, and so they 
get it by raising the rates at the interior points, and so far as 
net profits are concerned, if we accept the statement of the 
railroads that these low rates to the coast are merely sufficient 
to make a little profit on the out-of-pocket cost-that is, on 
the cost of the transaction itself-and not to earn interest 
upon bonds or dividends upon stock, the entire net earn
ings of the railroads come from the interior of the country, 
which, as I said a moment ago, could never exist and prosper 
even to the extent that it has prospered under such a system 
if it had not been for the enormous variety and extent of its 
natural resources, the great herds of cattle, the great volume of 
ngricultural products, the enormous values of lumber and of 
minerals, the indigenous treasures of its soil and climate, 
from which it has received a share, notwithstanding the undue 
portion which was e:\.'iracted from it in discriminatory rates 
and all the consequent injury that comes from that abuse. 
Not merely $11,000,000 a year in excess rates which the inter
mountain States pay measures the extent of the injury which 
they suffer from this discrimination. In addition to that there 
is the retardation of their development, the destruction of the 
prosperity of their business, the impos~ibility of the establish
m~nt of business in competition with a community which has 
a more favorable rate under the sanction and authority of the 
Government. 

I speak with perfect freedom about this matter because I 
am not situated as some Senators are whose constituency is 
entirely in an interior State and is suffering as a whole from 
this discrimination. I represent in part a State which ought 
to be a great maritime State. It is a maritime State, but its 
maritime interests have not been developed as they should have 
been nor as they will be in the future if shipping had not been 
and is not to be pa1·alyzed by this system of · discriminatory 
rates which rendered its full development impossible. 

I think that approximately two-thirds of the population of the 
State of Washington a1·e tributaJ.·y in their business and indus
trial dependence upon the terminal cities which look out upon 
the sea from which should come the full complement of their 
growth. But, aside from the injury to those cities themselves 
of this system, which deprives them of that resource which 
should be the chief glory in their development-their maritime 
interests-and deadens a full hemisphere in the circle of their 
resources. I object to this inequality because of its inherent 
injustice, by 'vhich under governmental protection, by govern
mental fiat, there is favoritism shown one community as against 
another in the operation of a public service to whose support all 
contribute alike. 

One peculiar feature of this matter is suggested by the re
flection that the appropriations which we have made from year 
to year in the river and harbor bill, carrying from $35,000,000 
to $40,000,ooo-and which I have favored as a general principle 
because I have believed in water transportation in its necessity 
for the carrying of the heavier forms of freight to supplement 
the railroads-have been paid in large part by the interior 
sections. And yet while they have been taxed for the purpose of 
improving the waterways and developing the harbors the fact 
that we have those waterways and the fact that we have those 
harbors is used as a reason for imposing excess freight rates 
upvn them! 

In the matter of water competition, 1\Ir. President, which is 
urged as the principal ground upon which this discrimination 
is allowed to exist, it is quite an interesting circumstance that 
in the excess rate which is charged to the intermediate point: 
upon a westbound shipment, the greater part of the trans
continental railroad line over which that shipment goes re
ceives no part of the excess, but the benefit of the excess rate i:3 
confined to the lines west of the Mississippi River. To illus
trate that, and to show how much of a hollow pretext, so far 
as actual competition is concerned, this theory of water trans
portation is, I will quote the statement of a witness before the 
committee, Percy P. Powell. He says: 

The rate on canned goods from New York to Spokane is $1.10 per hun· 
dred, and the minimum is 69_.000 pounds. The revenue on a car of canned 
goods from New York to o:::;pokane on that minimum is $660, whereas 
the rate to the Pacific coast, which is 85 cents a hundred with the same 
minimum, produces a revenue of $510, the rate to Spokane earning $150 
more than the rate to the Pacific coast. The carriers earn $150 more by 
dropping that commodity at a point 342 miles closer than the Pacific 
coast point of destination. This revenue is divided as follows: The lines 
east of St. Paul on the Pacific coast traffic receive $180.38 and the lines 
west of St. Paul receive $329.62. On the Spokane traffic the lines east of 
St. Paul receive $180.38, which is identically the same amount they 
receive if the car goes through to Seattle or the Pacific coast terminals, 
and the lines west of St. Paul on that same traffic receive $479.62. 
Now, whether this car of canned goodi! is subject to water competition 
or not, the eastern lines, or the eastern carriers, deliver that car fl"Om 
New York to St. Paul at exactly the same rate. * * * The 
excess freight we pay on those goods is paid the western line that 
hauls the car from St. Paul to Spokane, and Commissioner Prouty, and 
in fact all the orders of the commission, have stated absolutely that 
water competition does not exist between St. Paul and Spokane. 

That raises the question, 1\fr. President, of whether or not a 
railroad line, not from New York to Seattle but from St. Paul 
to Seattle, half of the distance, is not able to compete upon a 
basis of rates made under the general rule of rate making, that 
rates shall be fair and reasonable, with a water line shipping 
goods from New York, formerly around Cape Horn-for this 
abuse was at its worst excess before the Panama Canal 'vas 
opened--{)r, since the canal was opened, shipping them from New 
York through the Panama Canal to the Pacific coast. The 
fact of the case is that the railroads can compete with the water 
lines at a profitable rate. The water lines would have difficulty 
in getting their share of the business even though the railroads 
were not subsidized to the extent of the $11,000,000 annual ex
cess freights levied upon the intermountain counh·y. 

When you charge the intermediate point an excess rate in 
order to enable the railroad to meet water competition at a 
terminal, even supposing that it is necessary in good faith that 
it should have a low rate that it is thereby enabled to make at 
the terminal, that amounts to a subsidy to the railroad com
pany to enable it to meet water competition; and it is a sub
sidy that is not paid by all the people, but collected from those 
who instead of being penalized, if there is to be a discrimination 
in rates at all, should have the lower rate, as they have the 
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shorter haul. But it is for the purpose of putting all upon an 
equal basis, and not giving any the advantage, that this amend
ment is proposed. 

APPENDIX. 
(Calendar No. 684.) 

[Senate Report No. 756, Part I, Sixty-fifth Congress, third session.] 
LoNG Ara> SHORT HAUL RAILROAD BILL. 

" Mr. PoiNDEXTER, from .the Committee on Interstate Com
merce, submitted the following report, to accompany S. 313: 

" The Committee on Interstate Commerce, to whom was re
ferred the bill (S. 313) to amend section 4 of the act to regulate 
commerce passed February 4, 1887, and subsequent amendments 
thereof, have thoroughly considered the same and recommend 
that the bill do pass without amendment. 

"From l\farch 13 to March 21, 1918, the committee held exten
sh-e hearings on the bill nnd representatives of the coast terminal 
cities, acting .through their chambers of commerce and other 
commercial bodies ; of the interior co.mmunitie , particularly 
those from the so-called intermountain country; of the ship lines 
and others directly interested in the development of intercoastal 
water transportation and of transportation by river and canal, 
as well as representatives of rail transportation companies, par
ticularly the transcontinental lines reaching the Pacific coast, 
testified at length. .EJvery phase of the question involved in this 
bill was thoroughly covered and the hearings were p1inted in a 
single volume of 733 page , ''"hich is hereby referred to and made 
a part of this report. 

" The bill as referred to the committee is a follows : 
"A bill (S. 313) to amend section 4 of the net to regulate commerce 

passed February 4, 1887, and subsequent amendments thereof. 
" Be it enacted etc., That section 4 of the net of Congress of Feb

runTy 4, 1887, to regulate commerce, and as subsequently umended, be, 
and the sam~ is hereby, further amended so as to read as follows: • It 
shall be unlawful for any common carrier subject to the .proy-isions of 
this act to charge or receive any greater compensation in the aggre
gate for the transportation of passengers, or of like kind of property, 
for a shorter than for a longer distance over the same line or route 
in the same direction, the shorter being included withln the longer 
distance, or to charge any greater CDmpensation as a through route 
than the aggregate of the intermediate rates subject to the provision 
of this act; but this shall not be construed as authorizing any common 
~arrier within the terms of this act to. charge or recei>e as great com
pensation for a shorter ~ for a longer distance. 

"Whenever a carrier by railroad shall, in competition with a water 
route or routes, reduce the rates on the carriage of any species of 
freight to or from competitive points, it sh!l.ll not increase such rates 
unless after hearing and an order granting permission therefor by the 
Interstate CoiDID,erce Commission. 

·• This act shall take effect 60 days after its approval by the Presi-
dent. · 

"Section 4 of the act to regulate commerce, appro\ed Feb
ruury 4, 1887, was as follows: 

" That it shall be unlawful for any common carrier subject to the 
provisions of this act to charge or receive llnY greater compen ation in 
the aggregate for the transportation of passengers or of like kind of 
property, under substantially similar circumstances and conditions, for 
a. shorter .than for a. longer distance over the same line, in the same 
direction, · the shorter being included within the longer distance; 
but tliis shall not be construed as authorizing any common carrier 
within the terms of this act to charge and receive as great compen
sation for a. shorter as for a longer distance: Provided, llower:er, That 
upon application to the commission appointed under the provisions of 
this net such common carrier may, in special cases, after inv~stigation 
by the commission, be authorized to charge less for longer than for 
shorter distances fm· the transportation of passengers or property ; and 
the commission may from time to time prescribe the extent to whlch 
such designated common carrier may be relieved from the operation of 
this section of this act. 

"On June 18, 1910, this section was amended so as to read 
a follows: 

"That it shall be unlawful for any common carrier subject to the 
provisions of this act to charge or receive any greater compensation in 
the aggregate for the transportation of passengers, or of like kind of 
property, for a shorter than for a. longer distance over the same 
line or route in the same direction, the shorter being inl:!luded within 
the longer distance, or to charge any greater compensation as a. 
through route than the aggregate of the intermediate rates subject 
to the provisions o! this act; but this shall not be construed as author
izing any common carrier within the terms of this act to ·charge or 
t·eceive as great compensation for a. shorter as for a longer ill.stance : 
Provided, hotoever, That upon application to the Interstate Commerce 
CommisSion such common carrier may in speciu.l cases, after investiga
tion, be authorized by the commission to charg·e less for longer than 
for shorter distances for the transportation of pa sengers or property; 
and the commission may from time to time prescribe the extent to 
which such designated common carrier may be relieved from the op~ra
tion of this section: Pt·ovidea Jrtrther, That no rates or charges law
fully existing at the time of the passage of this amendatQry act shall 
be required to be changed by reason of the provision§ of this section 
prior to the expiration of six months after the passage of this act, 
nor in any case where application shall have been filed before the com
misl'lio.n, in accordance with the provisions of this section, Ulltll a 
determination of such application by the commission. 

" Whenever a carrier by railroad shall in competition with a water 
route or . routes reduce the rates on the carriaqe of any species of 
freight to or from competitive points, it shall not be permitted to iu
crea ·e such rates unless after hearin .~ · by the Inter!1tate Commerce 
Commission it shall be found that sucn proposed increase rests upon 
changed conditions other than tlle elimination o.f water competition. 

"The substantive part of this section 4 of the act to regulate 
commerce has come to be designated in the administration of 
the act and in the discussion of questions arising therefrom as 
'the long-and-short-haul clause.' 

'' It will be noted that the essential change made in section 4, 
with . whjch the pending bill is concerned, by the amendment of 
June 18, 1910, was the elimination from the section of the words 
'under substantially similar circumstances and conditions.' 

"The amendment of 1910, howeT"er, retains in the section the 
proviso: 

"That upon application to the Interstate Commerce CommisSion such 
common carrier may in special cases, after investigation, be authorized 
by the commission to charge less for longer than for shorter dlstances 
for the transportation of passengers or property. ' 

" The pending bil1, S. 313, is intended to further eliminate 
from section 4 this last-quoted proviso, thereby removing from 
the Interstate Commerce Commission any power or jurisdiction 
to grant to the carriers any exemption from the long-and-short
haul provision or to make any exception thereto. If enacted, 
this bill will make the long-and-short-haul clause absolute, un
conditional, and mandatory in all cases. 

"As the act was originally passed it came to be construed in 
the practice of the carriers and also by the rulings of the Inter
state Commerce Commission in effect not to be applicable in 
any case where the ' circumstances and conditions ' were not 
'substantially similar,' and that the carriers themselves might 
be the judges in the first instance, subject, of course, to the revi
sion of the Interstate Commerce Commission of whether or not 
the circumstances and conditions were substantially similar. 
.Also, in practice and under the rulings of the Interstate Com
merce Commission, it was held that at any point reached by a 
railroad where there was also water transportation, either 
actual or ' potential,' the circumstances and conditioru;, within 
the meaning of this language as used in section 4 of the act, 
were not substantially similar· to the circumstances and condi
tions at any interior point _reached by a railroad where there 
was not water transportation, either actual or potential. 

"Under this practice the railroads were free to charge a.nd 
recei\e greater compensation for the transportation of pas
sengers an<.l of like kind of property (meaning property trans
ported a greater distance over the same lines, etc., of like kind 
as that transported the shorter distance) for a shorter than for 
a longer distance O\er the ame line, in the same direction, tlie 
shorter being included within the longer distance in every case 
where the destination of the shorter haul was in the interior 
and not upon a na\iguble c:mal or ri\er. The same ruling and 
practice was adopted as to 'rail competitive points'; that is, 
the carriers were permitted. to· charge less for the transportation 
of freight or passengers to a point where there was competition 
by other railroads tha.n they charged for the transportation of 
pa sengers or the same kind of freight to intermediate points 
on the line. The re ult of all this was that the fourth section 
of the act to regulate commerce became substantially and to all 
intents and purpose in the actual tran~portation of the country 
null and void and of no effect whateYer, except in the Yery 
limited · fieltl not affected by rail or water competition in the 
compm'ison between the longer and the shorter haul. 

"The enactment of section 4 was the result of a recognized 
and long-standing evil. It was regarded ri.s one of the most 
important features of the act. It was intended primarily to 
secure what the Supreme Court of tlfe United States has de
clared (Texas & Pacific lly. Co. v. Abilene. Cotton Oil Co., 204 
u. S., 42G, 439, and other cases) to be the great end a.nd object 
of go-;-ernmenta.l regulation of interstate commerce, \iz, uni
formity of rates and sen·ice. The court said~ 

" That the act to re.:,aulate commerce was intended to afford an effec· 
tive means for redressing the wrongs resulting from unjust di crimina
tion and undue preference is undoubted. Indeed, it is not open to con
troversy that to provide for these subjects was among the prinicpal 
purpoEes of the act. (Interstate Commerce Commission v. Cincinnati, 
New Orleans & Texas Pacifi<! Ry. Co., 167 U. S., 479, 494.) And it is 
apparent that the means by which these great purposes were to be ac
complished was the placing upon all carriers the positive duty to estab
lish schedules of reasonable rates which should have a uniform appli
cation to all. 

" Tbe object was to secure to the entire country the benefits of 
this public service of transportation upon equal terms and con
ditions and without discrimination between communities. An
other object of the enactment of the fourth ection was to pro
tect those engaged in the business of t-ransportation upon our 
rivers and canals and in our intercoastal water-borne commerce 
from unfair and destructive competition of the railroads, and 
the consequent rail monopoly of substantially all the transpor
tation of the country. 

" Under the coru;truction of the act referred to above and the 
practice which grew up thereunder both of these objects ·were 
completely defeated. Lower rates, both passenger and freight., 
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were made bv the railroads to so-called 'water competitive' 
and 1 rail competiti"'e ' points than to intermediate points on the 
same line. 'l'his principle was carried to extravagant lengths. 

"Transportation .from such interior points as Pittsburgh, Cin
cinnati, Chicago, and St. Paul to Pacific coast terminals, such as 
San Francisco, Portland, and Seattle, tn which there was no 
water competition whatever, nor, so far as practical operation 
·was concerned, any even 1 potential' water competition, was 
treated as subject to water competition; and for that reason it 
was held that transportation from the points named to the Pa
cific coast terminals was not 1 under substantially similar circum
stances and conditions' as transportation of the identical kind 
of freight or passengers from the same points, over the same line, 
in the same direction, to intermediate points in, for instance, 
what in the discussion of this question has come to be designated 
as the 1 intermountain country,' such points as Spokane, Salt 
Lake, Denver, Reno, and hundreds of other communities in these 
great interior States. The same rule was applied on transpor
tation from New York and all Atlantic coast points. In many in
stances the comparative rate to the several western points men
tioned was based on the theory that the goods were transported 
to the terminal on the Pacific coast and back again to the interior 
point, and a rate was made to the interior point equal to the rate 
from the point of origin in the East to the Pacific coast terminal 
and the local rate from the terminal back over the same line to 
the intermediate point. 

"This resulted in some instances in the interior point being 
charged a rate double that which was charged the terminal 
point, and in practically all cases, before recent modifications 
were secured, a very much larger rate than was charged to 
the terminal point, although the interior point was a much 
shorter distance from the point of origin and the service ren
dered by the carrier correspondingly less. Goods such as struc
tural steel, dry goods, canned goods, wire fencing, nails, iron 
pipe, and practically all commodities manufactured in the East 
or Middle West, passing through the railroad yards in Spokane, 
Boise, Denver, Reno, etc., in carload lots and carried from 300 
to 800 miles farther over rivers and mountain ranges to the 
ocean terminal, were charged a lower freight rate, 50 or 75 or a 
greater per cent less, than if the same goods, in the same car, 
were unloaded in the same freight yard :::.t the interior point 
through which they passed en route to the terminal. A car
load of coffee from New Orleans to Portland by way of Spokane 
reconsigned en route ;;;o as to be delivered in Spokane, instead 
of being hauled 350 miles farther to Portland, bore a higher 
rate of freight than if carried on and delivered in Portland. 
Prior to December 31, 1916, the rate on a carload of structural 
steel, minimum weight 60,000 pounds, from Pittsburgh, Pa., to 
Portland, Oreg., or Seattle, Wash., was $390 at 65 cents per 
hundred. In being transported from Pittsburgh to Portland or 
Seattle this car passed through Spokane. 

"If the same car were consigned from Pittsburgh to Spokane 
the rate was $585 at 97i cents a hundred, although the transpor
tation company was saved the expense of hauling this 60,000-
pound car 350 miles farther to the Pacific coast terminal, cross
ing, in the case of consignment to Seattle or Tacoma, the great 
Cascade Range of mountains. A carload of canned goods, 
36,000 pounds minimum weight, from New York to the Pacific 
coast terminal bore a rate of $270 ; for the shorter distance to 
Spokane it bore a rate of $396. A carload of paint, 40,000 
pounds minimum weight, from New York to Seattle or Portland 
bore a rate of $300; to Spokane of $440; of twine, 40,000 potmds 
minimum weight, from New York to the Pacifi·:! coast $300; to 
Spokane, $440; of wire fencing, 50,000 pounds minimum weight, 
from Pittsburgh, Pa., to the coast $375; to Spokane, $500; of 
butts and binges from the same point, 50,000 pounns minimum 
weight, to the coast $375; to Spokane, $500. A carload of dry 
goods or cotton cloth from New York, 36,000 poun<1s minimum 
weight, at 90 cents a hundred to the Pacific coast terminal, bore 
n rate of $324; to Spokane a rate of $1.25 n hundred, amounting 
to :$450. A carload of nails, 80,000 pounds minimum weight, 
from Pittsburgh, Pa., at 65 cents a hundred, had a rnte to Port
land and Seattle of $520, to Spokane at $1 a hnntlred, or $800 
per car. 

11 The same discrimination, varying somewhat in amount and 
degree, existed on practically every important article of trans
portation and consumption. These instances are cited merely 
ns Hlustrutin~ the general situation which existed throughout 
the great region referred to. It may be well, however, by way of 
emphasizing the fact and the extent of this inequality of burdens 
for the service of the great public utility of railroad transporta
tion bern·een different communities, all entitled under the gen
eral theory of our Government to equal rights and uniform con
sideration tmder the law, to cite the rates on wool from the 
great wool-prooucing intermountain country to the principal 

wool markets, such as Boston. Portland, Oreg., is 500 miles 
farther. from Boston than Boise, Idaho, and yet the rate on 
baled wool from Portland to Boston is $1.25 per 100 pounds; 
from Boise to Boston $2.14. The rate on wool in sacks from 
Boise to Portland is 96! cents; so that wool can be shipped from 
Boise to Portland, 500 wiles west, and reshipped from Portland 
to Boston for $2.2H for the entire transportation; whereas the 
direct shipment from Boise to Boston, 1,000 miles less, is $2.14. 
It is perfectly manifest that no wool-baling industry can be 
developed at Boise, although in the center of the wool-producing 
country, under these circumstances. (Hearings, p. 248.) We 
will not burden this report at this point with further details o:f 
rates, but refer to illuminating tables of rates, showing the uni
versal character nnd extent of the discrimination referred to, 
printed in the bearings mentioned above. 

"It is manifest that the great interior country, suffering from 
these discriminations, can not be developed to its full capacity 
under such a system. A very slight discrimination in trans
portation rates is enough to destro; or suppress a business or an 
industry. These disc'liminations and unequal burdens are OYer
whelming, and if continued will keep the people of the interior 
in a perpetual state of economic and industrial bondage. It is 
not a question which concerns jobbers and transportation com
panies alone, but affects every consumer, which means every 
individual in the community. The people of the small communi
ties and the interior sections necessarily import the greater part 
of the necessities, utilities, and comforts of daily life. A-very 
essential part of the cost of living, which affects the conditions 
in e>ery home, is the cost of transportation. If the people in one 
community are to live and labor under an extra burden of 
this cost, which is as much a ta:s: as the revenues paid to tl1e 
Government, as compared with their fellow citizens in another 
community for the same service, it is manifest that they will :.Je 
kept as to their conditions of life in a position of inferiority. 
They are denied an equal opportunity in life. Furthermore they 
are deprived of that 11 equal protection of the laws" which is 
one of the fundamental principles of our institutions. The 
cardinal principle of just taxation is thP.t the ta:s: shaH be uni
form. It is as essential that rat-es paid for a public utility, such 
as railroad transportation, operating under a Government fran
chise, exercising by governmental permit a function of govern
ment, and subject to the jurisdiction of the Federal control over 
interstate commerce, should be uniform as any tax paid directly 
into the Public Treasury itself. Citizens denied this protection 
and equality of status under the law can not develop themselves 
into the full stature of citizenship. The unequal treatment re
ferred to above bas been borne with patience by the people 
against whom the discrimination bas been directed, although 
they have struggled constantly for relief. They ba ve been sus
tained in the struggle by the constant expectation of an early 
remedy, either through the enactment of law or the regulation 
of the Interstate Commerce Commission. 

" In this they have been disappointed, notwithstanding the 
>arious efforts of Congress to relieve the situation by the en
actments referred to above. It can not be expected, bowe>er, 
that these communities, representing in the aggregate by far 
the greater part of the country, will indefinitely tolerate such 
discriminations. By their industry arid by the natural wealth 
and resources of the land they possess and which they haye 
reclaimed, notwithstanding the hQJJdicaps under which they 
have labored, they have increased in power and infiuence and 
are rapidly arriving at the point where it will not be necessary 
for them to petition longer, but where they will be able to de
mand their rights. As stated in the bearings by Hon. A. L. 
Freebafer, member of the Public Utilities Commission of Idaho: 

"The plea that we wish to make to you to-day is tbnt we shall 
simply be granted justice. As I said before, we are happy. We are 
fairly prosperous in our interior country; but so was the negro slaYc 
unde1· his master in the South; but this country was not, indeed, a 
country of freedom until that slavery was abolished; and while we, 
of the interior of the West, are compelled to pay tribute to the Pacific 
coast this country is not a land of equal opportunities. We ask, gen
tlemen that you enact this bill into law in the light of that sacrl.'d 
principle of American democracy-equal rights to all and special privi
leges to none." 

"As indicating in a practical way the effect of these dis
criminatory rates, Mr. Freehafer, among many other illustra
tions, stated this (hearings, p. 239) : 

" Suppose we were putting in a water system in the city of Boise, 
now a city of about 2.'>,000 people. We figure that it would cost us 
nearly $50,000 more for freight on our piping for that water system 
than it would cost the city of Portland, located 500 miles farther 
west. That $50,000 must be reflected in our rates that we _pay for 
water and it is a p~;rpetual tax upon the citizens of that c1ty, and 
we are handicapped to that extent from developing our country. As 
mentioned here yesterday, by Mr. Campbell, a little it·on bridge oYer 
Priest River in northern Idaho cost $1,500 more for the f1·eil?ht than 
the same bridge would have cost if it had been over on toe coast 
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somewhere-· :rnd th.e- farmer's wagonc an<l hls. wife.'s. rang.e and all of canals. This" has been rn.ised by taxation of the Federal 
ot those things are subject to. trtat handicap ove1: the. coast, so tba.t (krr nment nnd Sta..tes; and, to some· extent, by voluntary con
we ean not develop. We ean not bm"ld up under those eu-cumstances. tributions.. The. greater pa:rt of. it has been paid by people who 

u Not onl'y the w-ealled intermountain country of the West dO' not reside. upon the harbors or. waterways. And yet, al-
is Iaborinoo under this unjust burden, but the South and the- th .,....h th h..__, b ta d: f th facirt· th t 
Southwest lS. li"kewise in val"Ving deln'ees, according to local- E>"'-&U ey J.!Ave een.. xe or ese 1 Ies, e -wa erways,. 

~o1 ~ when s cured, have been used as the excuse for imposing dis-
icy, thwarted in its aspirations an~. suppressed fro~ growth criminatory additional railroad rates. upon the. ver people who 
and from the enjoyment o.f its legitimate opportuniti~ by a. largely paid for the- impro,ements~ In. many cases the water
similar discrimination under the lang-and-short-haul system ways have served fo no other :rm.rpose than as sucb an excuse; 
of imposing upon the vast mterior country higher rates than th t is-l there- is little or no ate:r transportation U])On them. 
tho e charged at the terminal I?Oints. Te some extent, but to Thfr ren.son o:f this is that the railroads by their system of rute 
a much 1 s extent, the same condition exists in the North. making and ]}y arbitrary diserimina.tion. against shippers patron
and Northeast. In the latter section industry is moTe widely oo.ng water routes and by refusal to gi e Joint sernce, either as 
distributed, the country is more general.J..y developed', and it to rates or th~ handling of :freight itself, and by refusal to make 

ould not tolerate the discrimination from which the Son1lt physical rail connection with the waterways, hav-e prevented or 
and West suffer. As stated by Mr. Freehafer (hearings, p. · destro.yed water transpo-rtation on moot of these. lines: It iS' 
239}: proved by~ decisions <>'f the Interstate Commerce Commission 

" It has always a-ppeared to us strllnge: why- th~ railroa.ds did not· that t:11e railroads have been permitted to ma.ke- such rates at 
insist upon this p-olicy on eastl)ound traffi!! to th~ mterme~ poin!JL 'water competitive-' points n-a w.r\rrl~ meet not anly ac.h-.~1' ...,....ter 
Why do they not say to PittSburgh or Cincinnati or Columbus, Oluo., ....., vu u t..w.u. " ... 
• Yon must pay higher rates than the. through rates t~ New York rt C.QID.i)etition but 'potential' wateJr competiti.ftn, and the effect 
Why don't they say when we- .are shipiJing wool,. for- mstance, that of tllis has been that water transportation has been. impossible 
• We wm cliarge you $L50 to. P1ttsburgh,. bnt we will. car::cy i~ through · st · ,..... 1~"" 1-.. •t · t · 4r. t +-1-.~t· it · to New York or Boston for $1.'? You. can. imagine wbat kind of a.. 1 m mo ill.:l.lances,. au.uongu l lS S: no .onous J..Sf! llJUJ. ~ 
bowl would go out from those eastern Intermediate points- Tiley cheaper as to actual cost. than rail transportation By thlS 
'voul'd not stand for it ~ minute-, but beeau.s:e- we are> youn~r ttn~ weak mean& the peDple- have been largely deprived, so far as: river,. 
we .h.:l.ve been standing lt these' many years: anci ~ect to ~antinua to. 1 d. .,.~. . sm· . 0' • ed f th b ~4';1-.. th t stand it under the vresent eircumstances and conditions-. cana • an C03...o:tt.W1se PPlDl:2 lS. eoncern , o .e enc.J:J.~ a: 

"A · di" tin th t ~......+ t 11 countru- suffe-ring from. these ~hould have accrued from the1r grea~ exp~dltures: for ~ 
• .~ 1~ ~ g e vas ~L.en ° o1 • . ble ot: Improvement of these waterways~ It IS pomted out by Wit-

dlScnmmatr~ms, reference IS ma:de to a; comp~ratrve ta. ne.sses that in the early days o.f railroad operatio~ immediately 
ra.!e.s subm1tted by the Northerm P!lci.fic Railroad Co. and after the construction. of the great railroad lines:,.. there was: hut 
prmted on pages 114 to 118 of the: te~ony. As. stai:ed hy Mr: little. freight, and the roads were- eager tO' get all thJ transpor.t::t
J. ~· Campbell, a, thoroughly well-infOTIDed Witness,. a.t the tion that existed and tt:t mak-.oe it as nea:r a. monopoly as. possible,. 
hearmg: . and ratber than operate at less than their capacity,. they found 

"You. will. notk.e t~at thl~ gives; the. rate: to the constr the~~ it desirable to make whatever rates miooht be- nece-l'V to- ~t. rate to the- mtermediate prunt, the rata to Spokane, Batte, and ~r . a: ...._,...I o 
intariOJ: citie , and also shows how far back eas-t the· railroads practice: tfie bUSineSS. As,. the country bas developed, OOWeYer, and popu_
th charging of more than to the coas.t cities. Take, for instance, the la.tion has increased, business ha.s fa.t' outrun the capacity of 
first item of carp ting: The rate tOJ th~ tennina.t was $1..25:,. the Sp?kane the railroads. 
ratt' from New Yodr was $1.5<1 and a higher rate waS' c.h.arged to Fndl.ey~ "The . h . ~-~' l · . .

1 Mfnn f1:om New York than was. charged hr the Pa.dfic. coast, tbongh. con...:::equence lS s ortage I.Nl.. C:llrs anc loemnotives .. i.rul.b1 -
the diStance to Fridley was twelve hundred and some odd miles shorter- ity; of shippers to get cars for loa-ding, delay of· transportation, 
than from. New York: to Pm:tla:nd. blockade of traffic. There are periods even. now wh-en it is. 

" It iS rn cun~ms ou{come· of this. Fate discrimination agains-t impossible for those great trunk lines, which heretofore have 
the intermediate points and the gpeat interior country that- the sought to exclude- competition and to absorb all! the business. 
:very fact that they are required to-:t>aY a hlgh~r rate- for ~early there was in sight'" to transport the freight which is offered 
every article of use and consumption inevitably automatically for shipment. The tendency of the situation is still more in 
keeps them in such a position that they are compeii~d to eon- tllat diliection.. The increase of ow: po.pulation and ot our bU£i
tinue to import those commodities, th~reby not only being com ness, including transportation, is going on at a greatly accele
pellE!d' to pay an extra rate fer therr transporlation but losing rated rate. It will be from year to year immensely greater 
th employment and consequent aeeumufation of wealth and per: annum in absolute quantity, even if the percentage- o-f in 
improvement of conditions of life which would come from too crease should remain the same in the future a.s in the- past. 
production or manufacture of these articles in their own com- From this it is easy to be seen that the existing railroads or 
munities. rn other words, tfiey pay high rates because they do any additional n1J.mber which there is reasonable prospect of 
not manufacture the commodities, and they can not manufac being constructed, will have great difficulty in handling t11e 
ture the commodities because they pay high rates on every arti . business. The obvious remedy for this is to- follo.w the example 
cle necessary for such manufacture. '!'be consequence is indus- of older industrial c.ountries such as France and England, 
trial stagnation and paralysis of. the- great interior of the land. which have developed their water transportation facilities, 

"The corollary of this i:s the unnatural concentration and have protected them from unfair methods of competition, and 
congestion of population and industry at the points having the find them absolutely essential in meeting their transportation 
lower rates. Last winter- when the country was confronted needs, especially as to bulkier commodities and raw ma.te.r.i.a1s. 
hs a. great crisis and the very e:ristence of the Nation de· We must do the same, and in orde.r to do it the first step is 
pe-nded upon transportation there was a blockade o.f. the main to abolish a system of railroad freight rates by which the roads 
arteries of com.merc~ because there wa.s a congestion of traffic- are permitted to make a rate to a water competitive point c.ov-
and an accumulation of cars, locomotives, nnd ships at the- ering only a. small maxgiB ov.er what is called the ' out-of
gre-at terminal points, which the- Rai.IJ:oad Ad.ministrntor re- pocket cost' or, in other words, the me:re cost of operating the 
cently likened to a 'log jam' or an. 'ice jam' in a river. train and handling the freight, without any margin to pay 
This ominous and dangerous situation_ was due to that system interest upon bonds o.r stock. They have- been permitted to 
of rate making; which, by giving lowe:r rates to certain points ad:oJ;>t this policy under such 11 system of calculation that they 
than are given to others~ tended; toward the centr liz.ation of were able. to drive water rompetition out of business. Au.xili
industry and population. The wholesome citizenship of the ary to this,. of course, were other discriminations, such as re
Nation is to be found more Ia.rgely, perhaps, in the villages ftl:sal to. furnish joint rates, through service, necessary physical 
·and country communities, and it is. h&e,. in the midst o.f their c.onnections,. etc. The most imp.ortantt however, was the sys
farms and small towns~ that they sh{)u.ld be enabled ta develop tem of low railroad rates at the terminals and the privilege of 
their civilization and accumulate its comfort..~ Here in many making up the necessary railroad revenue by higher rates in the 
instances is to · be found the raw material which enters into interior~ By this system not o.nly was water competition driven 
mannfn.c.ture. Here is greater spaee of soil and air and more out of. business but the inte-rmediate points and the great 
opportunity for diversified movement and occupation than m interior of the country were compelled to bear the entire burden
the crowded quarters of the great cities, and yet, because of of providing the revenue to maintain railroad capitalization. 
discriminatory transportation rates,. people seeking employment This is simply another phase of the injustice and unequal pro
mu 't add still further to the congestion and social pFoblems of tectian of the 1a w referred to above. 
the great cities, because industry: has been centered there ' In the case Fourth Section. Violation in the Southeast (30 
through this very discriminati.onr Tlre relief of this situation r~ a C.,. pp. 262-263) the Interstate Co.mme.rce Commission says~ 
in the future development of our population is the removal of " Tb.e rates- made to Memnhis "'Ilia the steamers to New- Octeans,. 
the discrimination and the giving of. equal oppol."tuniti~ so frur thence by rail, referred to in the I?receding paragraph. were advanced i.u. 

t ed t th t · t · 189& ta lOO, 85, 65, 45, sg, 32'. as ra es are concern · , o e grea lD enor. "-These. rate:s1 were continued. nntii December 5r !910', when they were 
sUPP&ESSlOY OF wA.XE.R 'IRANSF{)RTATIO!i canceled., ao that at present fueFe are no thEough rates vi~ New: Orle:ms 

to Memphis. Neither is' it true. at present that .there ts any regular 
•• Tfie country ha expended approximately a. billion dollars wa:ter service between Ne-w Orleans and Mempbts, and there are no 

in the improvement of rivers :md harbors and the constructioJI through an-water rates open to the shipper, such as. werO' tn etleet at th 

• 

I 
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tim(> of tbe report above mentioned. It ean not, therefore, be asserted 
that tbere .is .any actu l active watel' c<m~petitiou existing at present 
between New "York ana Memphis. There is a -disconnected service be
t~ New Orleans ana Memphis, l'egular boats -plying between Natchez 
.ann Viclrsburg and MI!III-pbis. The water oompetition is to be regarded 
:a '})6tenti 1mt not actual, :and the testimony in thi-s ease inclleatE}s 
:that .an.y ma.terial.advance in the rates .from New York City to Memphis 
-would witilout ~oubt result in TeestabH.shm-ent of actiTe c-omp-etition un 

Mississippi River. 

•A This is eqniyalent to saying tha.t an ncti\e wate1· transporta
tion .can not 'be established if the railroads are allowed to main
tain the discriminatory rates, .andJ strange to Ba-y, this is the 
reason gin:!.n for allowing them exemption from the iom"th 
section. 

"The refusal to enforce the long-and-sh-ort-haul clause hffe 
beeau e its enforcement 'would without doubt result' in re
storing water transportation to the ri\er iS obviously equivalent 
to permitting the railroads to make such rates as will, in con
nection wlth the other practices mentioned above, entirely pre
Yent the development of transportation by water in oompetitiop 
with rail. This has been the actual result t1lroughout the 
country by which water transportatiDD between the Pacific and 
til€ Atl-antic coasts, much of that -on the South Atlantic roast, 
~d on the _rivers and canals of the interior has been largecy
<lestroyed. 

"It has been testified that some years ago the merchants of 
~ n Francisco put several ships into the Atltmtie-Pactfic trade 
in order to secure lower rares of transportation. They Oller
atpd them .at a lo s of se~eral hundred thoasand -dollilrs. The 
1: • ult, however, was that the railroads lo\\eroo their rates to 
&ln Franctsco, und, nlthou-gh the ship line wus aband{)ned, the 
te. timDny was to the effect that the loss ln its operati{)n was 
much more thnn c-ompen ated by the 1-ower rntes made by the 
1·ailroads. Qf course, whate-ver inadequacy of return the rail
rooils received oo thL~ business was made up by the .higlli>r 
rates to the interior and by th~ added transportation which they 
acquired by the s-ystem of developing tbe terminal points n.s 
distribut:ing centers, earr~·in.g goods from the point of origin 
to the terminus of the line and then collecting high local dis
tributing rates for .can·ying the same goods back O\er the same 
line to the intermediate points, through which they had orig
inally passed on the way to the terminus. instead of being 
delivered to the ultimate .consumer directly and by the shortest 
bnul. 

""'The country is interested in the most economical use of its 
transportation system. One of the .most impo:r:tunt featiD'es of 
this is th€ delivery of "freight by the shortest 11nd most direct 
iine. The sy"Stem of rates allowed under the interpretation of 
the fourth sectiiln .as it stands at pr~ent has the ()p_posite effect, 
and the result is that the great mass ilf commodities consumed 
in the interior is earried the greatest possible, instead of the 
shortest possible, distance in order to reach the end desired. 
This decreases the efficiency of our transportation system .and 
renders it inadequate to meet the demands of the country when 
traffic is at its peak. Sucl1 a system can not be continued if the 
l-ong-and-short-haul cl-ause is made .absolute -as proposed by this 
bill Under the old system, even where the goods were not .actu
ally .carried to th-e terminus and back again to the intermediate 
point for distribution) yet the freight ra.te to the intermediate 
point was based upon the theory, fictitious though it was in most 
.cases, that this had -actually been done. By this means the rail
roods receive oompensa.tion in €1l0rmQus {U]l()unt for services 
which w&·e never rendered, imposing an annual and unneces
sary tax<rf many millions of dollars upon the grrot interi<1r -coun
try. As ·pointed out abo-ve, under .conditions -of increased traffic, 
this was an injrrry to the efficiency of the road as wen a.s to the 
interi-or country. It was also an injury to the terminal ctties, 
beca.use it prevented their maritime de-velopment. 0Ul' coast 
cities 'Sh'Ould all be thriving centers of water-borne coastwise 
tr.affi.c. As a matter of fact, they ar€ pru:ts in name only, so far 
as any substantial amount >Of domestie .commerce :is conDerne(J. 

" We are entering upon a new er.a in international ai!aixs. 
It is :absolurely necessary that we should build up a m&'ICalltiJe 
ma:rine. Woe have a statutory mono}}()ly of our eoo.stwise ship
ping, and this affords the Nation a magni.ficent opportunity to 
develop me1·cantile pursuits, indush'ial employment of om· peo
ple in shipyal"'ds, and the creation of n nursery for sailors and 
seamen to man our fleets both in peace .and war~ in commerce. 
and in th€ Navy. The unfair system -of <:ompetitive railt'Oad 
,ates, which were competitive in name only, because, as cleariy 
demonstrated3 they were .really pr-ohibitive of water competition, 
if allowed to -continue or to be reestablished, as may be the case 
if the fourth section -of the act is n<>t amended, will make this 
im,possihle .in the iutnre .as it has been in the past. By mak
ing the fourth section long-and-short-haul clause ab olute -and 
unconditional railr-oa-ds will be compelled t'6 <:harge a reason-

able 'rate at terminal and at interior points in order to earn 
necessaxy returns upon eapita1 'inv€Sted, and rater lines will 
have an opportunity to compete. There will be .ample business 
for all and a -eertain quantity of business, fur various reasons, 
will ull\ays -go by nn1, even though the '\\ater rate ShonlU be 
lower. 

"' We built the Panama Canal both as a military facility and 
as a means of transportation between the two coasts. If the 
~ld system of railroad rates lB cootinned~ .by which the roads 
are allowed, as stated in the case ctted above, to make 1-a.res 
Where there is potential-, water competition which wnl :Prevent 
actual water competition, the $'375,000;000 expended in the eon
'Strnction of the Panama. Danai will be rumost useless so far 
as nny commercial bene1it is concerned.. since the railroads will 
e'ffectua'IJ,y pre-vent its snbstantia1 use for water transportation 
between our Atlantic and Paci1ic port'3. 

"Certain representatives Df Pacific coast cities have argued 
tbat fuey are .entitled to preferential railroad rates as against 
the intermediate points with a shorter haul because of the 
natural advantage and superi.ority of situation of the coast 
cities. Too advantll;gle, oowe~er, whie.h they derive- from a 
'railroa-d rate so low that it pays barely more than the out-of
pocket oost is oot a natural ad\antage. It is purely .artific1a_L 
It is a Gol;ernment :fa"\"or and it is bestowed u;:><m them by 
governmental permission ln violation of the fundamental rules 
of uniformity of rates, of equality of taxation. and of equal 
protection of the laws. There is .nothing natural about it. 
It is ltogether unnatural. 'The real natural adv:mtage "Which 
the Pneifie ta-minals ru:m.ld enjoy they have been deprived ()f 
by this system. Tilat ad-vantage :should be water transpol'ta
tion. That. howerer, has :been .dri-.en aw.ay by this artificial 
'and d.iscrimiruttory system of rntes_ 

"'Dle real, natural adrnntage {)f tbe Pacific coast cities ts 
the o.cean. NQ one can depri-ve them, nor will undeda.k:e ro 
deprh;e them, of this .advantage. They have not enjQye<l it 
so far as coastwise shipping is concerne<l because ~f destruc
tive, discriminatory, 11nequ:a!, nnd -pt·obibitive railroad rates. 
No greater impetus can be given to the industrial .and eom
mercial development of Seattle, Pot'tlan<l, San Francisco, St. 
Louis, Memphis, St. Paul, Cincinnati, and .every other ctty 
which to a greatet· or less extent has the nntut·al opportunity 
of developing a water-borne traffic than to Tell{)ve the r.estrie
tion which have prevented its use. The ports of the Padfie 
with their great h.arbo1·s should become thriving <:enters of 
maritime activities Qf all kinds, and will so become when the 
propel" en.coura~ment is given those who are ready and willing 
to invest in "Ships for the c-oastwise trade and to bl.lild ships 
fo.r that purpose, by tbe gua.r.anty ~Y would hav€ from the 
-enactment of this law that they will n()t oo discriminated 
against by what amounts to an enQrmous subsldy to the rail
road lines levied upon th€ ~onsuming public of the interi()l'. 

THE AME..'illliE:XT .OF -1910. 

"The d€bates .in Congress upon the amendment of June 18, 
1910, to the fourth section show dearly that the purpose of the 
amendment was to do away with the injustice and evil effects of 
the discrimination in .1·ates referred to above, and it w-as thought 
that as framed it W()U.ld have tll~t effect. The phrase 'under 
substanti-ally similar circumstances and conditions' was omitted 
from the :act. The purpose -of the authors Qf the amendment was 
to -chang€ the ruling and practice by whi-ch water competition 
was -considered such a dissimilar ' circumstance and condition ' 
as t0a in :all .cases where it existed. either aetu.ally or potentially. 
authorize a lower ra-re tor the long haul than fot· the .shorter 
haul to a point where this did not exist. There could ha\e been 
no other object, since there was no substantial and widespread 
complaint of any ()ther applicati-on of this section. As an -extra 
precaution, bowever, the proviso wa"S retained, giving the com
mission authority ' in special cases • ro exempt the carrier ft·om 
the terms of the section, the objeet being to allow some ms·cre
tion t-o t·emedy some special case whieh might nrise under pecu
liar and unforeseen conditions. In practice, however, this pro
viso has eaten up the rest of the law. The proviso has become 
the -controlling and absorbing featu.re of the long-and-shmt-huul 
clause, and thei-e is notbing else left of it, or was not, until the 
ruling golng intQ effect March 15, 1918, by whicll, on account 
o.f all eoastwLcse wat-er transportation between tbe Pacific nnd 
A.thmtie ports being -eliminated by the sli{l-es in the Pnnnma 
Canal, f-ollowed by the <:omplete absot'ption of shipping in the 
war, the long-and-short-haul clause was applied to westbound 
traffic to the Pacific ~o~-t. To all intents and purposes the 
fourth section of the original act of 1887 was t•endered null 
and void in _practice by the (.'()lltr6lling effeet gh--en to the words 
' under substantially si.mHar circumstan-ces and conditions ' and 
oo the <lisct'etion nnd use of the same -vested in the Interstate 

j 
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Commerce Commission by the proviso. The only change in ac
tual results accomplished by the amendment of 1910 was that 
under the original act of 1887 the railroads of their own initia
tive could assume for themselves the license of charging less for 
the longer than for the shorter haul, whereas under the amend
ment they were compelled to rely upon the proviso alone and to 
appeal, in the first instance, to the discretion thereby vested in 
the Interstate Commerce Commission. 

"This, however, \ras a mere matter of procedure, and under 
the general rule and practice adopted by the commission it made 
no substantial change in the actual results so far as discrimina
tory rates were concerned until the order mentioned above, 
going into effect March 15, 1918, under a holding that water 
transportation, both actual and potential, had ceased to exist 
at that time and that consequently the circumstances and con
ditions at the coast were substantially similar in this respect 
as at the intermediate points. From this it will be seen that up 
to the time of this relief the endent purpose of both the original 
section and the amendment of 1910 was defeated. 

THE PRESENT SITUATIO:Y, 

" While, by the recent order just mentioned, temporary relief 
has been granted to the intermountain country as to west-bound 
rates, the old condition of gross discrimination still exists in 
many other sections. And even as to the intermountain country 
the discrimination on east-bound traffic still remains; and while 
the relief as to west-bound traffic, even though temporary, is 
most welcome and beneficial, it can not have its full effect until 
it is made permanent. On its present basis and under the rul
ing and practice which has been developed under the existing 
laws the old discriminations may return at any time, as they 
have continued to exist in many points of the South and South
west. With this uncertainty and the experience in the past, the 
38-year struggle for relief, the disappointments, the suppression 
of growth, and the destruction of infant industries which strug
gled to establish themselves in the interior country, and dis
asters still fresh in the memory of the people, it can not be 
expected that capital will be invested in industries at these 
intermediate points throughout the interior country with the 
fear of a return of the old discriminations at any time eyer 
present with them. 

" Established conditions and reasonable certainty of the fu
ture as to equal treatment in the matter of comparative, what
ever the absolute rates may be, are necessary to induce people 
to invest their capital and to devote their time to the establish
ment of manufactures, of jobbing trade, and of industrial de
velopment generally. If this bill, making the long-and-short
haul clause absolute, as enacted, removing the discretion vested 
in the commission to grant exceptions to it, industry will have 
a substantial basis on which to develop and a new era of pros
perity will begin throughout the vast region where so many 
futile attempts have been made in tlie past; so, also, it may 
be said as to the establishment of ship ·lines on the coast, when 
ships are available and the Panama Canal is open for con
tinuous business. Money and effort will not be invested in the 
establishment of these lines with the knowledge that under the 
existing law as determined by previous practice the railroads 
will be permitted to make competitive rates which the boat 
lines can not meet and prosper. As in the case of industry 
in the interior, however, if assurance is given by the enactment 
of an absolute long-and-short-haul clause that this unfair and 
discriminatory competition of the rail lines will not be per
mitted in the future the coastwise shipping trade will have an 
opportunity to live and flourish with consequent benefit to the 
coast cities and, by reflex action, to the entire adjacent territory. 

RAIL CO;\IPETITI\E POINTS. 

"If this bill is enacted into law it will apply to rail com
petitive us well as to water competitive points. Under the law 
as it stands now the Interstate Commerce Commission, under 
discretion vested in it in the proviso which was retained in 
the amendment of 1910, have allowed the railroads to charge 
less for a long haul to a point where two or more railroad 
lines competed for business than for a short haul over the 
same line, in the same direction, to an intermediate point 
where there was no such rail competition. This followed the 
construction given to the original act of 1887, to the effect 
that under these circumstances there were not ' substantially 
similar circumstances and conditions' at these several points, 
and, although this latter clause has been eliminated, it was 
still given as much effect as it had before it was repealed, or 
at least tlle conditions which resulted from it continued the 
same as they were before. It is argued by some that this 
discrimination in the case of rail competitive points as against 
intermediate points without rail competition should be allowed 
to continue, as otherwise a long and expensive line, competing 

with a short and inexpensive line at a junction point, could 
not get a share of the business. This does not follow by any 
means, as rates at the competitive point can be adjusted upon 
a reasonable basis for all concerned, and it is not fair that 
those communities at intermediate, noncompetitive points 
should be mulcted in damages in order to enable the road on 
which they are situated to carry freight at a lower rate for 
the longer haul so that it may compete with another railroad 
at a more distant point. The fundamental principles of uni
formity of rates for the service rendered to the different 
communities. and patrons of the road are the same here as 
elsewhere. These principles are universal, and should be 
absolute and mandatory in application. Otherwise a circuitous 
line operating over a difficult and expensive route would be 
in effect subsidized by the discriminatory high rate which it 
would be enabled to charge to its patrons at intermediate 
points, and thereby put upon an equal footing in all respects 
as to earnings and dividends with a direct line operating o-rer 
a more advantageous natural route. 

GENERAL PRINCIPLES. 

"\Ve insert here an excellent statement of the principles 
invol-.;-ed in this bill by Hon. 0. P. Gothlin, formerly chairmq.n 
of the Public Service Commission of Onio, and formerly presi
dent of the National Association of Railway Commissioners, 
and at present chief of the tariff bureau of the Public Service 
Commission of the State of Indiana: 

" I desire to express my emphatic indorsement of Senate bill 313 
and my sincere hope that it may become law. Permit me to quote 
from a letter I wrote last fall to the conference committee on national 
preparedness, New York City: 

"'I have read with interest your recent circular, more particularly 
that part of it relating to the development of water transportation. 

" ' Kindly allow me to suggest that the first step in the direction of 
water-carriage development is to persuad.e the Interstate Commerce 
Commission to change its attitude toward the enforcement of. the fifth 
section of the act to regulate commerce. The persistent violation of 
the intent of this section has made river traffic in the United States 
so unprofitable that it has almost ceased to be a factor in the com
mercial world. The act to regulate commerce was amended in 1!)10 
to nullify the effect of the decision of the Supreme Court in the Ala
bama-Midland case (168 U. S., 144), wherein it was held that com
petition between a steam line and a water line at a destination point 
created dissimilar conditions and circumstancl's that justified the rail 
carrier in charging higher rates to intermediate points than to tbe 
destination point. The words, "similar conditions and circumstances" 
were eliminated from the fourth section by the act of 1910, but the 
Interstate Commerce Commission was clothed with power to grant 
authority to rail lines to make lesser rates to destination points than 
to intermediate points when the situation justified. They hava been 
so lavish in bestowing this authority that the general situation is just 
about the same as it was prior to 1887. In other wo1·ds. the legisla
tion int ended to accomplish a good purpose has availeu little becam:e 
not enforced.' 

"In the above case cited (168 U. S .. 144) this la nguage occurs: 
'When the rates to Montgomery were higher a few years ago than 
now, actual water-line competition by the river came in, and the rates 
were reduced to the level of the lowest practical payinf? water rates, 
and the volume of carriage by the river is now comparatively small.' 

"A sad commentary, What became of the river transportation? 
Destroyed by rail competition, and to do it the rail line ball to make 
rates that were noncompensatory, and consequently to apply unduly 
high rates to unprotected intermediate territory to recoup. A mo t 
unjustified economic waste. Tbis is illustrative of the situation over 
the United States. 

· " So long as the rail lines may drive water lines out of existencP. by 
unfair competition-that is, by unduly low rates to competing points, 
and are allowed to make up the deficit by unduly hlgb rates to the 
intermediate points-there can be no development of water transporta
tion facilities. In the whole field of transportation no practice has 
been of so great an Influence for evil as that of discriminating 
against unprotected local territory that the carriers might enjoy the 
privilege of destroying water traffic. 

" Within the past two years the InterRtate Commerce Commission 
issued an order authorizing the transcontinental lines to establish to 
Pacific coairt ports rates lower than in eiiect to intermediate points, 
and as justifying the decision recited in the opinion that the opening 
of the Panama Canal would reduce the cost of water transportation 
between the Atlantic and Pacific seaboards. This is the very rea on 
why the transcontinental lines should not be allowed to make lower 
rates to Pacific coast ports than to intermediate points. The Federal 
Government expended millions in the construction of the Panama Canal 
for the very purpose of fostering water traffic between the Atlantic and 
the Pacific seaboards, and by the action of the Interstate Commerce 
Commission this expenditure was in vain so far as development of 
water transportation is concerned. Of cour e, the canal is a military 
necessity and the expenditure is justified for that reason alone. Never
theless the intention was also to foster and develop ocean transporta-
tion. . 

" So long as the transcontinental railroads may establish unduly 
low rates to the Pacific c0ast and make up the deficit by correspond
in~?lY bi~b rates to intermediate territory, capital dare not invest in 
ships. Rail rates should be adjusted so as to place all territories 
served on a relatively equitable basis and return a reasonable margin 
of profit to the carrier. When a railroad cbm·ges more to tran:-:port a 
ton of freight to Salt Lake City from Ct.icago than it charges for the 
same ton to San Francisco, 50 per cent farther, either the Frisco rate 
is unduly low or the Salt Lake City rate is unduly high. A railroad 
must seil service at prices that will return revenue sufficient to pay 
operating expenses anu a reasonable profit. Of course, if some Sl'rvice 
be sold at a price that returns a margin of only 5 per ce.nt, or no mar
gin at all, some other service must be sold at a proportionately higher 
than reasonably profitable price or there is a deficit. Why should rail 
carriers be allowed to levy an undue tax on intermediate territory to 
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enable them to transport to water-competing points. at unprofitable' rate nf carri:lge to a. pru.:ticula:t polnt. wa-s a. dissimilar circumstance 
:rate for the purpose. of ~rippling watel" transportation?' and eendition' within the- mea.ning of' the act. We say • primarily' be-

" Many yemr& a1;0; when tile g:reat State of Ohio embraeett within its cause. of wur~ r it was furtlnr recogniaed. that the auth'(»'fty existillg 
butlers but a fraction of' its ~resent popuhtian, it exhibited a. most. in ~aniers to the e:od. just stated was sul7,iect t~> the supervisian and 
re.ma.rk:able spirit of elll:e:rp:ri e b-y constructing a magnif'icen:t: system of' control of the Interstate Commerce Commission in the executiQD. of th.e 
eanals. W~111 raill'road transpo-rtation came into- the field,. far-seeing· powers conferred upon it by the statute, and especially in view of the 
statesmen e-nacted a lo:n~-and-shol't-haul law fol" the nry purpose of' antho.Jtit}'f stated iD the fourth section.. lD cOllSiderlng the act com
protecting the waterways const:Pucted at so geot an- expense. But the pJreb.enshecy it was; pointed out that: the generieo provisions against 
l:rw ne'\tev f'llforeed and canal tra.nsportatio was killed. Ha.d the preferenee- and discrimination expressed tn the se~cmd and tli.Ird sections 
Cilhio long- and short haul btlen properly obsel'ved Ofrio. would now- h.:tve o-.f 'llhe· act were ~S"ll embracing and therefOre operatiTeo upon the fowrth 
a ~effective n:msporta.tion system independent of and sup~lemental to sectioD as- well as upo.r:L all o1lha praviaima Qf the ad~ B'llt it was 
the rail semcc that has not een able to teev up with the · demands of pe.inted oot that wheJO~ wi.t.hin: t.he purview ~ the tomth sed:ioa, it 
eommer~e. As a re ult of the hllme to enforce the law, the once had lawfWly :resulted that the lessu rate u:as dlarged m a longer 
magDilicent system o:ll canals bas decayed into- a eondilion of innOCU'OllS thaD for a sbortu Ji:nul, sucb exaction &eing ~eel ~nld n()t be 
t1esnetud€-. a preference o-r ~rimi.B.a.tion an<i tll.eref~e. illegal~ In reo IAuisvilte & 

"There is another po-int of VIew from whleh this question should Nashville R. RL Co •. (1 L C. c.. Sl). 
be ronsid red'. The nullifi~atian 00! the fourtll seetlon. intent by adminis- " Thi ,, ~r=~ 
trative- action f sters and neounges- circuitous tr:msportation, a de- s inuicated clearly how the fourth sectian n.ut only fail~~:U 
p1orable eeon.omic wa te. No other single inilnen.~ has operated so to relieve the: situation it was aimed at bu.t also uooer the con
extensively to, depll1te the- a:vaiJable cttt" suppry. It is- undoubtedly tru:e struction given. it actnally weakened the. other seeti(}DS trf the 
that th.e tran.spo.rtu.tio.u of' freight over tire United States to-day involves (th 
at least 40' per cent of unnecessary mileage, whieh iH an economic waste act e second and third sections), which by. their prohibition 
ot powcn.· and an unne-eessa.ry detention ()f equipme-nt and p.rudll'Ces a of preference a.n.d discri.mi.D.<'l.tion would otherwise, pe:rhnps, have 
total operating cost far beyond what it would be were. caui€rs required been sufficient to p~e-vent the abuses which haTe gn>wn up 
to use direct routes. d 

"The public is entitled to the advantages of both boat and rail trans- lm et' the eoostnlcti~n given to. the fourth seetion. 
portation.. u.nd eaeh class is entitled t~ fair pay f&r tlle servic:e :ren- ' In the same cas~ in de:fining the, change made by the runenfi. 
ct red. Now,. wllen tbe rail lines can not ad quately meet th~ u~- ment of 1910, the Chief Justice said: 
tation demand.s, \'>e :u:.e feelrng the effects. of the attituili! of regulating "I" 1~s c~--tai·~ th!'>t the fundamen~l ch. "nge whi'""" 1't makes is the bodies tnward water h:an.sportation in. the past, an-Q the ea'ects rure e = ..... •• ta ... u• 
serious. Instead' of having ample water-carriage facllities to supply the omiJ:;sion of the substantially similar circumatanc.es anll conditions 
deficienCI~ of rn.il carriage when they ~e badly needed, we fin.d a. woe- clan: e, ~Y' 1-ea:ring the Iong-a-nd-sbort-haul clause, in a sense, un
ful lack. of them.. The firsf step. toward a ~eju-.:enation. of water t.Jans- qualified except in so far as the section gives the right to the carrier to 
portation is to enforc tlie foUJ!th section of the act to regulate- com- apply to tlm commission for- authority ' to efuuge Jess f&r the longer 
merce in accordance with the intent of Congress when it was enacted. than for slllorteu distances fOl' th:e- transpo:rtatiE»n of ,persons en-d prop-

" Since the enactment of tlie act to regulate commerce- in 1887, erty' and gives the commission authority, from time to time, tEl l}Pe
violations of the long-aud-skort-baul principle have n~ obtained to scrioo the extent to which such designatec:f common carrier may be 
an,y, great e~-tcnt in t.JJ.at part or the- United States wbet·e the density recehed from the ()J}er~tiQn of this set:,tiQn.. • 
of traffic i greatest; that is~ no.rtb of tile Ohio and 1?otamac RiTern "'As 'hn~ b -... nl'.. t-..~~ n').. ...,n~ b t t' l 
:ftom the 1\!issi .. sippi River to the east line 0;£ New York. Such a policy ua;:, een SuOWU WJO'V~ ~ u.~.ange. ~ no SU S: an lill 
on the part of the c:.~.rri-ers. would Jlot be tolerated. Ta. illnstrate: results, because the Interstate Commer~e Commission,. und~.tlle 
Were rates to and frrun the veey large number of manufacturing <lisC:retion vested in the b theproviso~ adopted -t:Jie8aine i)ri·..:_:__~~~~~~"' 
centeus. located within. 100 miles ot. Chi:eago ;:r&ded 10, 2.Q ot..-2.5 per_ -eipl lu ' JladtJeen--;,rvmret!een:m<Jerthe dause .. lUtd-e~ sub-
c~Ili higher thaa tQ :t.nd from Cluea.go. 1:ha~ :n:te!r'wool:c} de- ta . . . .. "" • ~ . ~ . 

·~. _ .J -.,.· :r· PQ~Mllat~ It w~aw;be- r,. 1 ~lln'l£\'!f - esumW!li lim.lts ~,. nhB:ll~ SIIDllat.r cs1reutbmsttanalcte~ anhd thcond1
1
hons' conta1~d mt 

I:TS ·_:...;_.;.: .. ~-~-~IU!~~~.,.~~ ta.TOJ"edl tecritory .. Any lble so. estlllblished "'tronld be l,ll.e ong1n.al ac .o. a , .uO.Ug · e cause was en. ou , 
ext~~ ~re- ~Dod there ~ tile ~e-Y 0: ~he- a.tfeeted int.erest dietat.ed, the effeet remained the: sam~ a.s befMe. 
until 111. tuDe ~t would be- abohsbed errhrels'; beeause. each c::rtensum "In 1'1!' & p "fi R~no ~ 1 C C (16'> U S (t/'l" C)Q,) 
w.ouid ~o.rd incootr~vertihle a:rgume-nt to the industry ju. t beyOlld, .Lexa.s · an e- ll.ll'way 't:. • • . .- • ..,. 1..,£,. 2..:;."' 
that it mu t be taken in to. eliminate· the obvim discri:mi:nu.tary it was said: 
situation. 

'~NO> le-"'islatur~. cOUJ!t, or commissiGn has the right to requjre one 
ma.n to. pay any pact of an&tber man's tran:sportati.on. tax. Rates 
m.ad to tcmni.rutl points th!l:.t :yield l~ss. tlhan a ta.ir margin make it 
absolutely neee :uy to imiM>Se at other poiB.ts rates- that pay Dl.Ool'e 
than a fair margin· or there iS' a deficit. Ra.llroads· must earn from the 
rate of service revenue sufficient to pay operating expenses and• a 
reasooable- p.rofit on iiJTesi:mE!llt. Ii some ttan.sport:rtion is sold at 
prices that do not so yield._ the deficit must be made up in some WllJ', 
an.d the only. w~ it c:m. b~ made UJ:' is by unduly. tli'Xing othet" p::~t11ons. 

• 4 The grand aim. ot r~gulation is. to Mminate discrimination, and 
the grentest diS¢l'imiDation. in th.e whole fields flf transportation is the 
result ot th~ gros violations of the lon.g-and-sli.ort-hmll prindple per
mitted b-y regulatiTe· badi~ misled by the· subtle sopbistries or toose 
desiring to profit bY the Joss of others. 

"The ' Federal Government would not undertake to confei: a j,&hbing 
1nono~Iy upon p:lil'ticular eommereh1l cente-rs and prohibit wholesale 
dealing at an other laceB. The public would not stand if ; ~et the 
carriers in some localities han a:crogated to themsel>es tire l.ligh_11 to 
do that very tfling. Bv their rate structures tiley have said to cer
tai1'1. eente.rs, • Yon may ·have tbe reshipping moll'(tpoly for the terntory 
W"e h:n'e assigned to you,' rulrl lmYe en!a.reed their edicts ~ so. adjust
ing rates as to make it impossible for other centers to compete. The 
deplorable fact is that this arbitrary assumption of undue and unjust 
powel! has been nofl ruily con.dorutd: but a1!irmatiN1& indorsed by the 
tribunal ~rected for the porpf1 e of p:rotectingo ~ublie rights... 

... Economists have fo.l! yeur arued us aga,inst the evils of aggr~fi'-
in~ great populations in cities.. Were it pGSsible ta appiy nniversall:r 
throughout the United States the })Olley of' imposing higher rates' to 
the intermediate terti.torj{ than to fa.vured ter11l.inals, commerce and 
mn.nufa.ctttrtng would nat~ gravitate too those favMed eentenL It 
coold: n64l be othenrlse~ With the Dati<mal freight-rate struetme 
framed on. sane prtnciples,. the population will natun»y d:lstl'ibute- itself 
SO> as to form m wh~Jesom•, hea.tth!ul, economic organi2ation., nowhere 
und.'tily de.nse, n.ovhere unduly spa.rse, supply within re&leh {}f de-man(f. 
transportation conditiODS simpll:tied, congeostion elimina-ted. 

• If S:enate bill 313; becomes a Jaw its. salutary inffuence will be 
fel.t almost immediately, m.o;re especially, ()f course, fn those- Joeali'ties 
now su1fm:ng from the maJ.administra.1liOll1 of cani~rs ami :regurati.,.e 
t>edies. Te:rrito.11i1?S which have eristed in spite ot adVerse conditioas. 
vill flonri'sh. under na.tuxa:E conditions~ 

" Jlt is to e deplu.red th:tt· it be necessaJJY to pass this bin~ fh:rt- ex
isting law has not een admin:iste:red as Congress. intended. :L~lati'Oll! 
h.as done ita sha1:Q toward sane and! jusil reo"'Ulatlon, but the- adlftir.tistra
tfu.n o.f rt"Ztllative la:w' .has; fa.ile& 'l'heo l't$Ults. of sneh fa:il:nre ue 
pievously unJust coruli.twns. .. the. divestmg. o! some localiti~ Gf fbeiJ! 
natural advantages that a.rti.fid.al advan.ta.ge migh1i be eoD.ferred upon 
o-ther loea.lities. It theJ:efore. beQom~s necessary to mat-e the lon.,"'-and
shm::t-h::ml m.a.ndate absolute, t:hn.t e.ven-handedi !ustice may be obtaine<! 
everywhere throughout the c.o.untry. 

"Chief Justic.e White, in the Intermoon.tain Rate. eases (2&! 
U. S., 476t 4S2), said: 

'"Almost immedi-:1.tcly after' the a<foption of the- a.ct to r~gur::tteo c:am.
merw in 1 8-7 the Interstate Commerce. Commission, in considering the 
meanfng of the raw and t~ scope of the duties imposed on th e.gm.
mi ion_ in eni.oreng it, Feaehed. the eon elusion that- the wo.rd's. ._ unde1: 
substantially simil-ar ei.reu.mstanees and. conditions • of the fourth. se:~:
tion domin:.Ltecll the r~g-ruHl-sh<>rt-llatrl elause anu empowered carriers 
to. pr.I..Inasily lle.term.ine the existence o! the. :~:equirOO. dissimil.a.J.iQI · of 
eircnmsta.n e-s and con'dltion::;, and' consequently io exact fn tlie. event 
or such d:Ul':erence a le-ss r oo1~e forr th.e Ienge~~ thaD, wta e..'\..":te.ted for 
tl:Ie shul.'teJ: hauJ. :md tlult compe'b.nQn whictl. um.terin.llJ'I a.m.eetel! the 

"'The e1lort O'f the com:missian, by a :rigid geneal ordeT, to deprive 
the inland ¢onsu.m-e~m Gf tbe a4vantage of through rates, and to thu:s 
give- an advantage to ~ traders and manufa>eturers- o! the large sea
board cities, seems to create- tire "\"'el'Y mischief whieh it -was one- at 
Ute obje(lts of the act to-remedy. . 

" In this same- case- J'ustice Harlan, in a dis enttug opiuio~ 
Justice Brown concurring, page 247, said; 

"' I a:m. unable. to find in. ibese sections {se<:s. 2, 3, and 4: of tile in
terstate commerce ad) any aut:twrity fo.r the commission on for a. 
carrier~ subject to the pro,vision.a of the act of Cougressr to. take into 
consideration the rates established by ocean. lines as affecting the 
duu:ges that :m Americ~ carriel1 ma:v; ma.ke for the> transporilrtit~n ot 
~.roperty over its roo.tes. • * * A. disoimirurtton between A al:l.d B 
in respect "r charges for a like a.u.cl contemporaneous serv.ice in. tr1ulspMt
ing the same kind of property ov~r the same route ia an unjust dis
crimination~ bee:tuse :it necessarily opera:tes to give that one- to- whom 
the most. lihei'al rates are gi~n. an undue• or unr a~Olillble p.rt>.!t:rence 
or advan.taz;.e o;er the o,tber. 

"In_ the- same- ease Chief Justic Fuller, in a cllss€'llting opin:.. 
ion. page !!55, said; 

" In my judgmenti the second and third· sedie.ns of the inte-rstate 
commerce aet are .rigid rules of a.eti<Ml, billdi.Hg the comm.i sion. as 
well as the t·ailwal! companies. The simil:u cir<~umstances ~ud conm
tiomr referred to in the act are those uuder wl'lfch the tmmc of tbe 
railways is conducted, and the competitive conditions wiHcb may be 
taken into consi.ili!ratiun by the comwi_s&GD. a,re tile ~om~titivc CQndi
Uons witbln the. fi.eld occupied b~ the ca11rie:r- and not competitive con:
«liti®.S' arising wh<illy ou.tside- of it~ 

u In J. C. C. v. E. T., V. &: G. Raihnt.y- CO'. (85 Fed. Rep..., 107', 
118) the court said'~ · 

" But too long-and-shod-haw clause is only o.ru~ crf the sp.ecific' pro~ 
visioD.'! employed for th& general purp&Se- of the- aet". The thi'l:d. section. 
underiies the fomt~ and supplies tl>e p-I'i.rn!iple on biro it rests, so 
11hart if the literal eonstrnctlo referred to be pu1! upun the fourth sec
tioD theo casa would still be e:xp&sed t& tbe tfti:rd seetion, whieh fQ.rbids 
undue preference· to one localrty or tbe subjeetion of :moth.e'l" to any
ulld'lre' disadvant::tge,-

rc-Th~se- citations give a. clear hlea: of the far-renehing effect 
the little phmse 'under substantially similar circumstanees and 
conditio.ns' aild the protisa. vesting discretion in tl.l~ matter in 
th~ Intersfai.e Ce-mmerre Commission ba ye had in undermining 
and defeating the xoost fundamental and prominent pnrpose. tn 
the enactment of the in..terstate. commerce act. 
~In the- ease: o:f Beh~ v. Louisrille & r"ashtille Railroad 

Co. (83 Fed, Rep., 898, 907) it was said:: 
.. The: appell~ c~ntend that the small~r eharge. fflr the greater dis

tance is. in. thilr ca.s0 o-t great im.pol!tan€& to the city of Chru!leston a:t 
well as to th-e- seetion. of countyy a.dja~ent thereto, :.s b:t1 means thereof 
too meYeh.Ant.<i of that ciQ- are enabled to. build up a t.ra.t'l1l that. wQuld 
otherwise be lost to tliem. That may be true-. but i<; n6t the same 
arglllD.(!Bt, a.pp.lieabl~ to- SUIIUlllet'ville and otlooll inte-.rior cities~ alo.ng the 
line- of. tiLe Jtoarls opi!r.ated b-;r ~ ap.p.eH~~s betweea Chul~ton a.tHl 
Memv:Illit? In. or~ t<r bu.iM up 001.e. rocality we should uo.t teax- down 
:uxa.ny atheR~ 
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"The evil effects of the application which has been given to 
the fourth section are very well stated in I. C. C. v. E. T., V. & 
G. Railway Co. (85 Fed. Rep., 107, 113), where the court in its 
opinion said : 

"If the fact of such competltioli is allowed to become a doDJ.!natlng 
factor in fixing the relative charges. o.f transportatio~ to the diff~rent 
places along the lines, these commUDities where there 1s no compet~tion 
must be bli.,.bted by the disadvantage with which they are burdened and 
the favored"' places grow prosperous in the sacrifice o~ others. • • • 
And public policy would also be advanced by the opposite co.urs~ no~ only 
in the encouragement which would thus be ~ given to the ~hstribut?o;n of 
commerce and population, but also in extendi~g the equality of pnvilege 
which it is one of the prime objects of legislation to promote. 

"In the report of 1\Ir, Walter Parker, assistant to the secretary 
of commerce for inland water transportation, for the six 
months ended December 31, 1917, referring to the effect upon 
water transportation of the exceptions granted under the fourth 
section of the commerce act, he says, on page 5 : 

"The inability of the railroads to finance the purchase of equipment 
in sufficient volume to make possible .adequate expansion, even ~ere the 
materials available, is obvious to every student of economy. Th1s belDg 
true resort must be bad to other than the railroads if the transportation 
is to be so augmented as to serve without friction, inconvenience, and 
delay. . ff th 1 "The waterways-natural lines of least res1stance--o er e on Y 
solution. . · d 

" Their immediate use, as an adjunct to the railroads, 1s hand1cappe -
* * * • • • • 

"(6) By a railroad system which gives. the waterside locality lower 
freight rates than are given inland localities, a system which has only 
just begun to be changed. 

* • • • • • • 
"It is my; opinion that private enterprise and capital will restore com

mercial use of the inland navigable waterways only as a result (1) of 
~ -~~--· . th~ assurance of ad~quate protection of boat traffic from uneconomic 

~---~· .~ ~ ;;..;_. ~raili~d..:r!l_t.!: _ _c~!fiPe~itiOn ( p. 10). • 
... ,~ ... ~' ~~- · - • .. • . 4.. • • -· ..._! .. ~· . " 

· -. "The adoption o.r - ~ ·five reeommen~s ~ow- w 80 ,tar.- i m 
convinced, toward producing the ..... desired results: • · ~ - · - . 

. . ' . . . - . . . 
"(3) That the Secretary of Commerce call the attention of the Inter

state Commerce Commission to the fact that the Government's policy, 
growing out of the law relating to the making of railroad rates 'vhere 
boat competition is possible, is not yet specific or clear enough to insure 
popular confidence in the safety of water transportation companies from 
railroad-rate changes of an uneconomic character. The law permits 
railroad-rate reductions to meet new boat competition, but prohibits the 
raising of such rates should such new boat competition be removed. It 
is my opinion that the economy of transportation is now such as to very 
largely remove the old danger to boats of extremely low railroad-rate 
competition but prospective investors in boat lines require specific as
surance of ills before they will rPgard investments of this character as 
attractive. 

" Under the jurisdiction of the railroad-control act, the 
Railroad Administrator, representing the President, directed in
ve tigations to be made I;>y. the. Army E!Jgip.eers, w~o .. f9r years 
haye, had.chnr:ge of therexpenditure of appropriations made by 
Cono-ress for the improvement of rivers and harbors, of the rela
tion eo of water to railroad transportation, and to make recom
mendations of measures for the coordinating of same, and the 
increased use of waterways to meet the war emergencies. After 
exhaustive studies of the subject under this authority, and hav
ing the benefit of years of familiarity with problems involved, 
Col. Charles Keller (now l\1aj. Gen. Keller), of the United 
States Army Engineers, testifying before the Committee on 
Rivers ancl Harbors of the House of Representatives, printed 

· under date of January 25, 1918, in the hearings of that com
mittee, said : 

"We already knew-we knew before we started-that there was little 
or no navigation. We also knew that there was comparatively little 
interest on the part of the various local communities that seemingly 
ought to be very much interested in river navigation. We found out 
that the causes for this condition were the familiar causes that had been 
reported by one commission after another (p. G). 

"And second there is the fear of hostility on the part of the rail
roads. 'rt is p~ssibly a familiar fac~ to th_is committee that the rail
roads do discriminate in their dealmgs With people who attempt to 
use our inland channels. • • • That they have the right to dis
criminate in this fashion no one will maintain, but that they prac
tically do discriminate no one will deny. * * * 

" But foremost of all, most fundamental of all, is the deh·imental 
effect of the rail rates to rivei: points. • * * I am convinced that 
no really successful navigation can be established unless the present 
structure of rail rates is completely revised, so as to take away from 
river communities those unjustly favorable rail rates that now exist 
and to distribute over the community in general. including the river 
communities, the burden of contrib?ting adequ3;t~ly toward the su.p
port of railroads. .At present the r1ver commumtles do not pay their 
just share aml traffic is handled to river points at unremunerative 
ratC's. or' course, the ultimate effect of tha.t con<D:tion i~ to render 
riv<'r transportation unprofitable and practically Impossible. That 
fundamental cause of trouble was exposed many years ago, and has 
been emphasized again and again. There is no novelty in the conclu
sions to which I have come, and I will say that when I speak in the 
first person I speak the views o~ the committee. W.e beli~ve that 
without this primary change in railroad rates comparatively httle can 
be done to establish a really useful and prosperous traffic upon our 
inland· navigation routes (p. 7). · . 

"Now then visualized in that way, it becomes very plam that we 
need souiething in the way of additional law-I say that with apologies, 
because we already ban' a great deal of law-to establis!J ~n agency, I 
do 'lOt care whether it is the Interstate Commerce CommiSSion or some-

thing else, that shall have its eye upon the general transportation 
problems of the country, and that shall have for its function the duty 
of seeing tllat the transportation system as a whole is the most econom
ical that it can possibly be made to be. If we are right in believing as 
we do that the rivers have their proper place in an economical system 
of transportation, it should be the duty of this agency to see that the 
rivers get the traffic that they can handle more economically than it 
can be handled in any other way; but unless and until we have such 
an agency, and just as long as this discriminatory state of railroad 
rates and practice is permitted to continue, only in exceptional cases 
will any channel-any inland channel, I mean-that competes mainly 
with railroads that parallel both banks, let us say, be able to get any 
commerce at all. The conditions are such that every man who has 
business is practically afraid to use the river, even though deep down 
in his soul be may believe that the river is the economical route (p. 0). 

"We have also, as I say, looked into the coastwise business and the 
possibility of putting to advantageous use the New York State Barge 
Canal, the Hudson River, and the Atlantic intercoastal routes. We 
find there the condition is much the same as it is in the central valleys. 
0 * * We do know, however, from our investigations that the same 
underlying handicaps attend the New York State Barge Canal as a,ttend 
the central rivers, and that the barge canal ordinarily can not do a 
large and profitable business except in connection with the . railroads. 
under revised rates. 

• * • • • • • 
"While it is tme that, on the present basis of railroad rates, general 

business can not profitably be done by the canal, on the othe.r band it 
is equally true that, with the breakdown of the railroads, busmess men 
are confronted with the question whether they should pay a higher rate 
to the canal and get their freight promptly or pay to the railroads a 
lower rate for a slow and undependable service. • • * The water 
routes, if properly used, certainly is the remedy for the breakdown of 
railroad transportation facilities (p. 12). 

"The ACTING CHAIRMAN. Who fixes the rates that the barges receive 
for carrying this coal? 

"Col. KELLER. The railroads virtually do. For example--! speak 
now in general figures ; I did not arm myself with the precise figures. 
but the figures are approximately correct, close enough to the truth to 
illustrate the situation. Tbe railroad freight rate on hard coal from 
the anthracite fields to Norfolk is between $2 and $3 a ton. • • • 
The railroad freight rate per ton from the anthracite fields to Pbila-

- delph.iu._where that coal might be transshipped to barges and from 
· Philadelphia~ go1ug:lj) ]!oFfOlk by-wnter, li! wi!ein 50 ce!lts or there- . , 
a bouts Of the rail Til te fo orf-ollr. • "OW :..then....that detet'- .~ .: - ·-
mines what the barge shall get. The man who is buying coal in' or1olk--. · . .:.:. 
is willing to allow the barge only the difference between the railroad 
through rate to Norfolk- and the railroad local rate to Philadelphia-
that is, 50 cents. The result is that the coal does not move by water. 
The barges have gone out of this coal busini.'SS. This is the short
si.,.htedness of the people. They do not fight against railroad rates 
when in normal times these rates favor the individual at the exp~nse 
of the community. When things are abnormal. however, these rates 
may militate against the individual as well and damage his interests. 
We come back to the point that there is no prospect of large traffic 
on inland watenyays until the rail situation is >ery radically revised 
(p. 13). . 

"Our remedy is to ch::mgp the law, and that is perhaps more easily 
said than done. But I think that we all concede that this is the evil 
that must be cured, that railroads should not · be permitted to discrimi
nate in favor of certain communities and against others. That i~ wh=:t.t 
it amounts to. When they carry freight below cost to river pomts Ill 
any part of · the country they must recoup "themselves · by '·g~tti,ng an 

·extravagant and unjust profit on some of the rest of the bnslDess, the 
business to inland points (p. 14). 

"CoL Keller submitted to the committee, as a part of his 
statement, a memorandum on the ' Status and Needs of Inlanll 
Water Transportation in the United States,' which had been 
submitted by the . committee of the Army engineers on water
ways to the Council of National Defense. In this memorandum 
it is stated: 

"The railroads to-day complain that their earnings do not form such 
a percentage on the money invested as to permit the normal amount 
of betterments and renewals to be made. Higher rates are demanded, 
and doubtless are needed, but if granted they should be gradually 
adjusted on the basis of public service rendered,~,. founded on the cost of 
such service, and not by arbitrary ~barges (p. 2::~). 

"The actual manifestations of this competition are best seen by exam
ination of the appended table of rates now in force. The table shows, 
side by side, rates from river _points to certai!l terminal P<?ints lYin:~ 
on rivers and to others at practically the same distance but lymg inland. 
It is evident that, where even merely possible water competition exists. 
the rates are very low, whereas in the contrary case they are much 
higher. Just so long as tbe railroads are permitted to carry part of their 
traffic without the average profit and to reimburse themselves at the 
expense of the rest of the cour.try just so long will the waterways ha-.~ 
difficulty in carrying their just share of the country's traffic. We have 
been informed that in some cases the railroads intend now to raise 
abnormally low rates which are based upon merely poss.ible, and not 
actual water competition, but the readjustment so far appears slow. 
To the objection that raisin~ of rail rates to water points will benet1t 
only the railroads the reply 1s that if rates to interior points are unduly 
high they should be reduced, and that, moreover, the water lines may be 
expected to charge rates at least as low as the present nominally com
petitive railroad rates, since otherwise the waterway will probably get 
none of the traffic in the present circumstances of location and organ
ization of our mercantile community (p. 31). 

"An example of these water competitive rates was recently brou~ht to 
our notice by a river boat line, and inquiry showed that the rail rate 
on luml>er from Arkansas City, where water competition may arise, to 
Cairo, DI., is about two-thirds the rate fro.m McGeh~e, Ark., an interior 
point, although traffic from Arkansas C1ty to Cauo [J3;SSes ~ouF;h 
McGehee. Rail rates from the lumber-producing territory m thP. 
vicinity of Arkansas City have recently been raised, but those from 
points having possible water competition still remain relatively low, 
Illustrations of this kind might be multiplied indefinitely <.r. 32). 

"At the hearings on this bill the only active opposition to its 
enactment on the _part of the railroads was presented by the 
Southern Pacific Railway. This system, in so far as competi-

' 
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tion in transcontinental rates is concerned, controls the situa
tion. A glance at the map will indicate that its rail lines from 
navigable water on the Pacific to its eastern port at Galveston, 
on the Gulf of Mexico, about the longitude of Omaha, is ap
proximately one-half the length of the competitive port-to-port 
lines or systems operating between Atlantic and Pacific ports. 
Its connection with :New York and other ports is maintained 
by a fleet of steamers which in 1917 contained an aggregate 
gross tonnage of 129,700 tons. This line was the gradual and 
prosperous growth and development of the old Morgan line, 
established by Mr. Charles Morgan in 1848, which operated 
small steamers between gulf ports. The Southern Pacific also 
owned the Pacific Mail Steamship Co. This company was 
originally organized in 1847 for the purpose of operating a 
steamship line between Oregon and Panama. It built three 
small schooners of an aggregate tonnage of 3,300 and attained 
great prosperity in the gold rush to California in 1850 and 
subsequent years. It increased its business and tonnage, with 
varying degrees of prosperity, until 1908, when it operated a 
gross tonnage of 95,600 tons. On account of the Panama Canal 
act prohibitions and other alleged reasons its tonnage was 
reduced in 1914 and subsequent years until 1916. In that year 
the capital of the Pacific 1\Iail Steamship Co. was increased to 
$4,000,000, and three steamers of 5,700 tons each were pur
chased and its trans-Pacific service was resumed, with a total 
tonnage of 37,800 tons. 

"The interest of this company in preventing the establishment 
of intercoastal ship lines, during the years when the system of 
discriminatory Pacific terminal rates were established and 
maintained on the so-called basis of out-of-pocket cost, is mani
fest; and the possibility of successful operation of American 
mercantile marine in foreign trade and of competition of boat 
lines in the coastwise trade with railway lines when the ship 
lines have the cooperation of connecting raihVE.~ lines is demon
strated by the history of the Southern Pacific mercantile marine. 
The ability of this company also to II;J.ake such Pacific terminal 
rates and to control the terminal-rate situation is evident by a 
comparison of its New York to San Francisco combined rail-and
water system, with the all-rail combination of railroad lines 
connecting these and other important Atlantic and Pacific ports. 
It is largely due to this company, with the powerful weapon of 
the permit given it in the operation and construction of the 
fourth section, the long and short haul clause, to reduce its ter
minal Pacific rates to such a point practically as it might see fit, 
or as might be necessary, to destroy or deter any rival water 
transportation. As pointed out by Mr. Frank Lyon in a brief 
filed in the so-called Transcontinental case before the Interstate 
Commerce Commission on behalf of the Luckenbach and other 
steamship companies, this privilege and power of the railroad 
company to lower its rates in its discretion because of potential 
water competition to such a point as would prevent the estab
lishment of actual water competition, was an inex:pensi\e and 
practically costless substitute which took the place, in the bands 
of the Southern Pacific Co., of the maintenance of actual com
petitive steamship lines in the all-water route. He says: 

" In order to compete with the boat lines by the ownership of steam
f:lhips would require the investment of a large sum of money, and to be 
effective would l'equire the actual movement of freight via the boat 
line to the destinations proposed to be served. For instance, if the 
Southern Pacific were operating a boat line from San Francisco to the 
Atlantic coast to serve the po!:'ts of Charleston, Baltimore, Philadel
phia, New Yorl{, and Boston, in order to be effective it would have to 
actually transport the freight to those ports in regular service in com
petition with other boat lines serving the same ports . . 

" Under the practice of securing relief from the fourth section, the 
Southern Pacific has been enabled to publish very low rates from San 
Francisco via rail to Galveston and thence by water to the ports named, 
and at the same time maintain no service. There has been no pretense 
of service via that line to Charleston, Baltimore, Philadelphia, and 
Boston since these rates were published, and the only shipments made 
have been several small lots into Charleston, noston, and Philadelphia. 
The rates to the other ports as well as Charleston have been held as a 
dub over any steamship company that desired to serve those ports. 
They could not do so with these published rates via the Southern Pacific, 
which could be made applicable any day that the Southern Pacific feared 
real competition of any independent water line. The publication of 
these rates is and always will be a menace to water lines serving these 
out ports, as they are termed. At one time it was the intention of the 
American-Hawaiian to develop business to Charleston and Boston, 
and the Luchenbach to Philadelphia, but the publication of these rates, 
which are applicable only when it suits the convenience of the Southern 
Pacific, forestalled and eliminated the efforts of t-he independent water 
lines to serve the out ports. 

"l\Ir. Lyon also said: 
" The uselessness of pretending to encourage a merchant marine is at 

once apparent if the commission has authority to permit rail carriers 
to make less than reasonable rates in order to take from that merchant 
marine the business which would otherwise come to it. • • • 

" It is a matter of fact that the charging of less than reasonable 
rates between water points has had the effect of limiting the opera
tion of boats. Whe"kher this policy is to be continued may well address 
itself to the legislative department of the Government, and we submit 
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should play its part before the commission when it has before it 
a question the determination of which marks the boundaries of our 
merchant marine. * * "' 

"The United States bas expended about $400,000,000 in building the 
Panama Canal, and indications ar~ that addHional sums will be neces
sary for its completion. Tbe steamship companies utilize the Panama 
Canal in transportation between the Atlantic and Pacific coasts. The 
effect of granting those applications undet· the fourth section is to 
permanently turn business from the Panama Canal to the transcon
tinental rail lines. This may only be done by permission of the 
Interstate Commerce Commission. Hy granting this and like applica
tions of the transcontinental lines, we respectfully direct the com
mission's attention to the fact that it is to a greater or less extent 
decreasing the use of the Panama Canal, thereby decreasing its reve
nues and thereby transferring the burden of its maintenance to the 
taxpayers of the United States generally, by requiring direct appro
priations for the Treasury in order to continue its operation. 

" That the special exemptions from the application of the 
fourth section granted to the l'ailroads did and would ha\e the 
effect of preventing altogether water transportation and that, 
notwithstanding such effect was expressly recognized, exemp
tions thereunder were granted, is shown, in addition to the case 
cited above, by the decision of the Interstate Commerce Com
mission in the case of Monroe Progressive League v. St. L., M. & 
S. Ry. Co. (15 I. C. C., 539): 

"Complainant argues that, inasmuch as low rail rates have greatly 
reduced the steamboat traffic on the Mississippi River, water competi
tion no longer exists at Vicksburg, and that, therefore, justification 
for the lower rates all rail from St. Louis to Vicksburg through Monroe 
is removed. The river, however, is still at Vicksburg, and any in
crease in the rail rates sufficient to induce the establishment of addi
tional steamer lines would transform the diminished but strongly 
potential water competition into augmented active water competition 
which, once established, must continue. 

"In the Ne\ada Railroad Commission v. S. P. Ry. Co. (21 
I. C. C., 358), Commissioner Franklin K. Lane said: 

"We have thus traced the history of this protracted struggle be
tween the ocean and the land carriers that we might clearly appreciate 
the strategy of the railroads and its effect upon the ocean-borne traffic. 
One water route after another has been rendered innocuous. To meet 
the competition of the railroads the tendency of the ocean carriers has 
been to shorten the time consumed in passing by water from coast to 
coast. The clipper ship has been forced to give way to the steamship 
and the steamship has been compelled to transship by rail a portion 
of the distance. The routes by way of Cape Horn and Straits of 
Magellan have been virtually abandoned. For nearly 40 years the 
Panama route has been under railroad control. When an attempt was 
made to reestablish this route as a vital competitor the railroads used 
their own ocean and rail line to etiminate it froru the field. • • • 
While they have subsidized, bought, and controlled the water carriers, 
there has always been present to the mind of the traffic manager of the 
transconti&ental railroad the existence of the ocean and the possibility 
of its use. Without a ship upon it the ocean has the power to restrain, 
in some degree, the upward tendency of rail rates. 

"It was thought that considerable advance bad been made 
in freeing ship lines from the control of competitive railroa<l 
lines by the Panama Canal act. If, however, the competitive 
railroad lines can accomplish their purpose by making less than 
reasonable rates at the competitive points, or even by the per
mission and possibility of doing so, and can then reimburse 
themselves by higher rates at the intermediate points, and ::;o 
destroy water competition or prevent its establishment, it is n. 
far cheaper process for them than the control or ownership of 
actual ship lines to be maintained for the purpose of fighting 
off competitors. By tbis inexpensive process they can control 
competition through the Panama Canal, or any other waterway, 
and so render entirely useless the enactment of the law referred 
to, prohibiting them from owning competing water lines . . 

" In exempting the railroads from the operation of the fonrth 
section the Interstate Commerce Commission, in the Louisville 
& Nashville case (31 I. C. C., 495), permitted lower rates from 
New Orleans to Nash\ille than to intermediate points on the 
same line, and states : 

"While there is no sugar moving to-day between New Orleans antl 
Nashville by water, still the river is navigable and there is a poss:
bility of its moving that way. 

" The effect of this is that while there was a possibility of j t 
moving that way, so far as the physical conditions \\ere con
cerned there was no po5sibility of it mo\ing that way under 
the rate as permitted by the commission. 

"In the case of Lake Line Applications under the Panama 
Canal act (33 I. C. C., 712) the Interstate Commerce Commis
sion says: 

"From an examination of the congressional debates from which ih~ 
act emerged (referring to the Panama· Canal act) it is at once clea1' 
that the spirit which undobutedly prompted this legislation was a de
sire to preserve to the common interests of the people, free and un
fettered, the " water roadbed" via the Panama Canal, which was near
ing completion. Coupled as it is, the legislative purpose of the other 
parts of the amendment with respect to waters "elsewhere" must 
necessarily have been to restore all the water routes of ihe country to 
the same condition of freedom from any domination that would reduce 
their usefulness. 

"Notwithstanding this recognition of the intention aud pur
poses of this section of the Panama Canal act, the commis!iiiou 
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ha~ permitt-ed the roads, notwithstaruling the 1ong-arul:siiort- ta . be done to dellth, fuu:ro.t witllout qmwtcrt Jffimem1Jet: lliat 1be 
I I 1. t k .,. ... Id t ..... ~1 t railroad& rr.ro now an under Fedora!· control : that w have a unified tau C:illUBe, 0 ma-e · ucu raleS as woo 1 preven ac~.w.L W1t ar national. trnnsnortatibn system; iliut tll Fa•lernL controL act just 
<! mpetitton- where none exiSted but- was only potential'.. O.f. passe?" by- ~tmgre- pro\"idi · in exnres mrmtl, . in ·r<'tiou G. fm· · de
c-ourse m~ sa.Il1B x:llling would armly to the Punamu: Canal' and wopmg w.a.tcr tmllSPOll_ tinnl an tlta· ~t>.nSC ot' Il li'eUlil':ll TrO;U>UL'Y; 

. utt-erl-r- <T<~fea.t the nru·no~ defined' fiu the co.IllliliSsion. in the · that. fur months- th& cl:utu lms been that: we !Jav.c not the :r..·wililic · 00 
.z.. ~ 1.' .x. handle oo.t:: traJ:fic. 

passage• just cited. In fact, the ve:ny existen«a or tlic <tanal "Yet' my attention wus· rect>ntJ:~-- called• to CCTtnin evidt>nce intra-
itself, when open to trafiic, was- made by tlle rai.D:oads the I>nsia <fuccd. by r:aill:oad wtin es in. a case now: perullng. It w sllO"Wn 
Of a{)nJleati.OllS to the COIDmiSSfOn fO.£ ftlrthet~ QYE!IllptiOll from tJilllt> .th& ouir<>f-poek t eost ot bundling, 1 ~ than, C!lrl0a11 trnffic at two 

H teJ:m.inuls,. plus tile cast of :r W-mile hanl, as about w ce.ut.s fur :tOO 
the· long-urut-allort-haul provi ion of t:lre- fOu:rtb: sectionr anll in p~u~di . In tire. same- crrs<r tlte cnniers askeu tlro commi non for per
tlie ca:se of tlte Faurtli. Section A..]}Jllica.tion No. 20ii et llL t32 lllLSSlon to contimHr· a. r:::tte :Cor. u. hauL of ::rbout 3(J mile:> hicll was 
I. c. C., (?....2.) tlle fut~rstn.t.e Commel!ee CollliDlSSian :Qermitte.tl only _abontr 1 c-ent lligli{!t' than• the 30-cen11 rare-this for ttlc nurpo.se of 

the r~~~l"O[l',,. to• ...4-lll f•·...+'·e ... r:e-"'.,:c·a +1;.~~ ,.., ... .,.s ... 0. -+-'F.n- "·om- meetin~ alleged w.ute.r compt!ti.t:i.On. In athar wor.ds, the carriers asked 
u.u t= ;:n.u w..Lw .._ uu "' lllC:l.Jl ....... ~..~> u Lil""- '-' txr b<r permitted .. to continuu' in traffic wlliuh admittedly prrid tbem only 

Detitive water J_)oints and to lilllintafrr bi~fier rat-es to the in- 1. cent fm:. an. ex.tra ha'.li of abont 290 milea. nut this c'luim o the 
mrniediat-e points- f"oi1 tne express ]1Utmose of· taitin:g Business r.l~t" to' talt-o traJflc away fl:om the wamr cat'l"i.e1-s. even at a lo . is 

'~ typlCalJ a:f. whai: bas been. going, on for. years .. with results obvious to all. 
fnem the I?hna.ma Chno.l, anu ren:de:red t:.lli& or>fufon: ''The: destruction at water fircilities· is· not- tbe only untoward re ·ult 

"We- are of tll<!. opinion that' the a earri(!]$ sliould•be- pl!rmilted to com- of' tl1iB unwiSe · anll injurious sort. of' competition Ra~. , originally 
pete for tfri lbng-distalll!e. ti:a.1}k so: long; as it.mtiY b s.ecm:ed. at" r:ries •law tiuf5 possibly-- re:munern:tive-, ha~ giv,en such ad>antuges- ta e~n1:ain 
, hicb clearly cover the- outMlf-p:o.cke-t cost. advantageous]~ situated. cities that- tllese cities have- grown. dispropo.~:

. tiOJJa.roly; rrbsrn:bing to themselve an overload of traffic with a rn
u.r.rhe railr0nds were· Rermitted to· fur rat~ ta. the· eoast that sultrurt irrcrensin-g terminal. cfiarg~~, ~ra.JIYr absorbed: by the cnru:iers 

we:re admitted, to be. less than: reasonable in order to take busi- . s tha:lr it is rrlll.usiblY. ~ttilile4· til~ are; very ~ lon through rotel:i 
f th P C l Und thi t .,..- tnml between. our: J.ro:ger cities: which, lllC.luding.. telliillJlal.. charges, show an 

ness rom e anama ana · er- sa ra e: on "~t..JJUC • actual, subst:rntial ant-of-packer Io. s: Murrifcsfl these- railroad: must 
s-OOel frolllt Pittsburgh: t-o. San Francisca wn.& fU.:Hd:. a.t- 60· cents become: blinkrupt· m· assess an, undhly higli1 ahar;ge- upon intermelli::rte 
per: hlilld'red. pounds; while the: rate to ~no, Nev., from I?i.tt:lr and! noncompetitiive- tralJic__ 'llhis- result!:t in. snbsiilizin~ the· unrlue 
1'!. ~- ~r ~+ $-u hJ·~.n-.d d +-t~ ,.,.TT +-~~ ,7;,.+~- growth. o"f.. lru:ge_ cities- and· euppressii:lg- tlie. proper growth <li smaller 
uUTgll: was: J.J...}.eu. cu. ... per .Ulllll.t: poun S, W-LCJUU'~ t.J.U:;. ~nee cities a:nd townS". I need not now dwelF uuon· tbe disturbing sooiai, 
fhQilli PittsOuDg_li tn• Reno IS- 244' mile sliODten t.fian. fl:em Ritts- polltic:u, and morru: r:roblems of. our wr.ergnowa oitle . '\'\"e• rur agi:.Ce 
Dw:gll• tu un Fmmci co, and the· shf]]lllent tcr San Franct:reo that excessive urban growth is one of tbe evils of our modern· societl". 
went- o.vex tl1e same line as that to. RentT ami p>USSed tlu:o,....m I.a SQIDe · of. our. eitles. the. seemingly fundamental pL-oblem o-r.. housing 

·.ua-u tb:e: working population remain Ullffolvett, and· now confronts' u as a 
Reno t'o ils destination. Under. tills ~stem of. con.rse; tli& rai1~ w:w maimr of. fi.r.:st' impod:fl.Il.Ce.. Fem peopl baNe ball any adeql.Ia.t:e
roads- secured! the business w.hich. would otherwise have :gassed ·recognition o:t the anent to1 whicb t:haJi. urban.. o,-ergr-owth has been 
through the:. canal, :md at. the_ same time were relieved of. the <!Wlsed b~ artifiMall:y competiliire raii nates. 
expense. of QD.erating u.. CDID]2eting, line of. boats. "·In, tlie · fieru.'ing& <m. this. hilL. former Senato-c J'.o. eph L. Brig-

.. '1m& unceL1;n.inty wlliell ex:ists-- with: reg..'lrd. to tile lllil't~ · tom- cited: m~ illustration& o:f rate discriminations between 
notwitllstanumg- tl1e m".der· <Jff' the commission. of .JUJm- 301 19.11T, commnnities im noln.tion: o:&. tlle- :vrfncipTc· of" tile long-and .. sho~tl:
wlticl1: went fn.to e1fu:ct: liDl.rcfi: 15, 1918",, witlidXa~win.g: e::reeutio:ns fumL elallse;l :m<f sbntiliL 
from tJie- f{)Ul'tfi: seetron- in. tlie' 'lira.nooontinenml Ra.te· Case· (41 " ·'llliare. is IIUt'" a smnJ1l cnml1IllJlit;r in; the. lJJniterb s-tates- rhn.t doc. nut 
D. ..,.. ?r:-a)• """ i-lk t ~, · · •t r<TA' fi rr~ suirar. as- a.. result o~ this. dlsariminatiou. , and there- :ll' a v.n~t nnmb r 

• -6.~ ..... 1"'-' ' UPJ?ears .u~om; Llla u.ects.ton 1 ·s"'...._,. liS- OLWWS • of far.ge. communi til:!.'> that are- at' t:be men!y of ttios-e tliat are still 
'' Whau tJie: waru cnmpetilion. agnin fi.Hcomes su:fficiant.IY· controJL. grna-ter. 

D.tg- in. the· judgmen.t of' tlie carrhu:~r ro nec il:ate ~ roun.ctii::Jn. ot. the " . . . . 
rates. to~ the· coast cities- to. a Iowan leveL th:i.n; can. reruronal11Y. bEt atlpll.ed. 1 ffe pomte<t out that t1ie. pulley of tl'le rai.Irmrd ·wrr to - ac.-
at. ~t'e.. p~. tlle: ~er may; brlngo th~ ~att~ to our at- qufre more: tl'anSIYOl!tatihn. by a: s~stenn of :rrrt'es wl1icll.. encou:r.
U'!ntHDL fon sucn ceiief: as tlle.. cn:c:w:nstance.s IIlllY JUstif~. aged tlle: dBveiopment of d1Sfunf yoi.ntJ:r on. the- Iong· J1uul', at tlm 

"·Jlt · ]]erlectly ob"'J;tious: thatr undell thi& suggeffiion an in- tQJ.:nlinals n:ecessifu.fino- a llaclt fuml and. so mu-cll unneeel" ary 
mt:U:ibn. no secm:.its' can. De felt eitheD by in'd.nstl:y. in. the in- ha:nlhge fi1n- di5trifiutron ta tile back:: cn.untry-. Tllis nnec.ononric 
y.ei1ior 01: 03.' nuospeati:~ ship~ in~estnJ:s: oru ~ coast; and, s~tem. whi:ciL explhfus, fn a. Ihr.ge:- me:rsure~, both the" conge •Lion 
m o:rder to enable· miller to, operate, NilS constant menace of: cities nru:I. the lmeaking.. down. and tliocka.de of trrrnsuortntion 
slli:nll<l be· permanenNy removed. referred to by lli.. Amierson, was dQsctitied' IJp • enator Bri:tow 

" m ll:is- rei_)OJ:t as· Assistant secret:u-y of Commerce, cited rra folio~ (.hem:ih~, p. 65.) : 
above., M.I:. , Walten PaxlroT snys: · 

".A~ tli..'lll.. . tfin (·the ~co:nd stage. ot' :transportation economy in 
Alncnc:u) railroad explllliliOn.. was, pr.(Jl!fteding a ru mD.oo ragid· rru:ca· 
flum tlie comme.rae or t:lie counil.'y was developing and :r.aili::oa<L e~ 
ploitl:n~ felt t.tie> nee sity for corrtroillng- all ot the c:ommeree· of ttm 
courrh"Y andl completely' eli'minotin"' tlm boats as.. a facttu, * * ,.. 
(p. 4-). 

" Un<Thr these conditiDns tlia r.allroads gained a pruciicnL monopoly 
of the: country'S" transportation. and enioyed' a period· or great: pms
l!etitr an atbractiveness: fro:. tll.ei ihY:e:stnl.:.. 

" Keen, compe.tltion batw~en, the:: railrm:uls- and keen• riV"alty fur- the: 
control of' railroad systems resulted' ih short-sighted.. policieEt arut thEr 
frequent· and pel.'sistent violation~ of. eeonomic laws. Interior sections 
develoned ami· b.egan e:ntm:ing protc.stl:r a-gainst the puyment <Jt NI.t'es 
high en.ougfu to. otl'.set the' low- rn.te:s given by. the- J:n.fuoad.s to nav.io-o.ble 
watcr-~WrVetr towns. •- "' * CommeTce- t:e(}Jliring, transportntiolli in
crencSed ties-and the capacity· at the railroads tQ conveniently and ex:
peditiouHl:Y move. i:t (J!. 5.)• .. 

' Im an ::r.ddre & betore tl.l.e: Boston City Glub, April 1!, 1918-, 
Horn. Geo4,~ ·W. Anderson, late member of the Interstate Com
mel·ce Commission, said: 

"But a large pa.rt--and I think; the" weight ofo opini<JJL ~ t:h.e' larger 
pill'tl-of the" ~ay- of water-borne trafihr has been due- to. artiffciuny 
competitive rates. The long-and-short-hauL proviSion of' 11m inteJ:State: 
commerce act has been allowed to be. set asi.de in order to meei:l water 
competition, arui " meeting. wa-ter com:rretition " U:rs carnmunly re
sulted. in the: ~rrc:tioll;. o:r': water eonqretition. During, tha fust f'ew 
yenrSo this demuction of. wn.ter competition ha& reacted upon· tha car
riers. Wnen a rail carrier is.. s:rturate<I; witlr tra.ffi.c, additional tra.fllc 
causing congestion or a· tt·emendous expense for new facilities. is ~ 
rn~onortfonateJy exl]ensiV6" and. therefore- unremunerative. Unti aBout 
June. 30,. 1215, tbe rail cac.riers: of.. the country wanted all- the tra1Itc: 
tllerc wns. But dUring that year some or them became engorgell, con
ge ted, overburdened. A large share of the lt>comotives whioh would 
norman~ have gone to aur. rill.L carrie.rs want abroad. TllliJ. ma:de a 
bad situation worse. Tlien~ almost for tlie first time- in two genera
tions. the Ametic..'ln. people aw.oke to . the- fact that they had Been iool
islily destroying transportation faailiti6- furni&hed· them by Divmo 
Providence.. Our canals liave- tieen in ru.rgc. nmnbm.·s- abandoned! or 
little used. Ca.n:ll transportation. lias~ been decadont" from. abo.ut 18.40, 
Ho alBo as to our tivers and, to a large degree, · to· eur coastwise 
tl.-ansportatian. • * • 

.. Rut,, passing whnt we. hope- are the- sllort-llved' troubles or thrr w:w, 
the relation of' raif transportation to a properly develoyed wuteD trans
portation is of fundamental and. permanent importance. As I orobe 
tnre:ner intcr.-the ra.OO structure and try fu analyze fundmnentul' trans
portation. fac.m I a:m. surpriSe<L to. find tba extent to which. tlio ~owth 
of" Iarge cities Bas been due to prefe1'ential rates. Railroad managers 
have come almost instinctively to regard water traffic as something 

" Thu centering of" the busille that r am now discussing in. Kansas 
City,. so as- to g~t tbis. movement- ot:. Uve· s:tocR, antf. tften the: sllipmant 
ofi p1.•ouucts-the manufactured• meat; the: dt'Cssed products.:.-.IJacl£ inm 
the: cou:ntry:; . 5ili oi:.· l'<lO or. 25ll1 on 4ll.Q miles, tll- cas · m~ b , crr:-at:e:R 
a.o bigh& and bette~ pa ing. bu in&S' . 

" It gives tllem more profit out. of" the Ousines It develops trn.ns
partation busiimss f"OI" the carrier . Now, that &.vstem hns prevailed 
tllr:ouihont. tha TimtetL. tltos, a:rul:. it llag resulted: in the: creation ot a 
~.t ~fl ~nru>ces~ buainc · , because it pay th cm:tiers:- tn handle 

" I tliink that the syst~>m of:. rate making; wl>ich-bas resurted in tliis 
congestion ot. bu&inese i.fu great terminals.. at tile expense of· the smnller 
commercial communitieS:, hag. teen v~ unjJu;t • • *' 

" Thffi railway:g; b~ les ning- the! r:ttes-· on <!OlllDeting ·wntec points, ra
aucing: them: t-<J• a pilinr. whro:a· tha watel!' ca1-rier could no accept the 
c.ommt:r<re alHL handle it, nun:: then. malm up • the. los , if loss there wall, 
or nennlize the c:ommuni:ties that. wel.l"e.: not on water by e:xces ive ra.ores, 
ltnv..& destrorod wat'-cr camp~ 

" Ifi tlia:t . had. rra beeli' per.mitted. this Go.vernment. to-day, would not 
be required to SI>end. a. billloxr dollars· to creata a • xrun:cbrm.t marine. 
The Slfsl:em oft rate making; wbic:]:l, haa been recognized: by the· ..!tmerican 
peoplo aud r.ecogni.zed by the Interstate Commerce.. €ommias:ion1 has de
stoo;yed. tllle Anmclcnn. merchant ma.rine-absulnt:ely. 

" Hon: G. C. ::L\'fcfjJ:im:d, memb.er· <Jf' the. Inter tate Commerce 
COm~ recently- a memh& o:f the. llailroa.d· Wage.. Commia:
si<m, andlone· ef ~mnpft·es-oftrhe-Nationa.rWrrr Eabol' Board, 
irr. a. th:orrgfrtfu analysis CJf tlr£r. IJ:&Ubltmm to, be sol\ed by the 
Natron in.. tJie.; reabsorption:: in:tm our ind11Strial• life· of.. the de
mobilized, .Al!my, ih' a· statement! publliihetl' Jucy 2H, !91'S, states·: 

'"Wbai:r i.so needed in. this cauntry is. lli wii:IelT diffusion. a:t manufa.c truing 
indnstr.ies. andJ tllff loaal supply;' of. the:' nenessn.ries. af life: Pro.ducts ot 
oun fa:rtonios arc distributed t:hcoughout the land, but under. circum
sta:naes of' ec:onomic. wasta as. tcx demand a r::ullcal: change:. 

":A:fter <les.crilling tlie. enterprising, e:ff'm~ of the· l\fiddle West. 
ern and border Southern States to de\eiop.nmnu:fu.ctnring,indus:
tries in the period of renewed industrial, acti~ fullowing the 
close. of the CL\il War, he calls attention to the. ti:agedle& and. 
flt.ili:n.·es of: so many of t.hese undertakings. stating:. that there 
wel'G' WJ.niou:s: <muses- fuv their lack of' success,_ but that: 

" Most o~ them should luivu survived: . and wouilL ha.-vc done so except 
t;hat intlnences- ware· at!: work. thatl made succe~!J impossible. Among 
the. chief: of. these . w.a.s the fact thur the~ railroada·ftl.:vo1-ed acnto.in manu· 
fi'u!tu.ting CBDters- im tlla wny of facilittes- o.nd 1'a:tm!. "' • • · Long 
lianls in large lots afforded attractive business that added to tbe a~gre
gatc of the retur·ns to the carrier frvm bis (the traffic managev's) efl'oJ·ts, 

I 
i 
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and led to his preferment by those higher up in the control and manage
ment of the road. 

"Competition for businc:::s at points reached by several railroads was 
keen and incessant. The more railroads that served a particular point 
the keener the struggle between rival traffic officials for business. For 
many years previous to 1900 and by many roads until1906 rebates were 
paid to secure business to such an extent that officials have frankly 
admitted in evidence in proceedings before the Interstate Commerce 
Commission that few carriers pretended to collect more than 80 per cent 
of the advertised rates on shipments from competitive points. 

"Railroads were built from business centers to business centers. 
Some reached the objective points by short direct routes, and others by 
Jon~ indirect routes. The latter in order to do business at the com
petitive points met the rates named by the short line, meanwhile main
taining higher rates at shorter distance points on their own lines. 

"In the same way competition by boats on our inland and coastwise 
waterways was met by all-rail carriers until transportation by water, 
so far as our inland-rivers are concerned, bas been nearly abandoned. 
Cities and towns along these rivers, entitled to enjoy the cheaper water 
transportation, were deprived of the advantage of their location. • • • 

"The result was that the factory in the small town ceased to operate 
and its employees were compelled to seek employment in the centers 
of production. • • • 

" The result is that workmen and women in largest numbers live 
under conditions that are not sanitary, wholesome, nor conducive to 
good morals. This has happened in a country that is less densely 
populated than any of the great nations of the earth, and where there 
is room enough for every citizen and resident to enjoy hi.Wull share 
of pure air and sunlight and to live under conditions conducive to 
health, morality, and happiness. • • • 

"There are many considerations that dictate a relocation of our 
manufacturing industries. • • • 
· "Thoughtful study should now be given to the equalization of rates 
for freight transportation and as to whether higher rates should for 
the future be permitted for shorter than for longer distances over the 
same line or route, the shorter being included within the longer dis
tance, and whether combinations of rates and transit privileges that 
now unduly favor certain jobbing and junction points should be can
celed and reasonable through rates established to all points. Trans
portation by boat on our rivers and coast lines should be encouraged 
to relieve rail carriers at congested cities and ports. 

"The expectations of the authors of the fourth section, and 
that these expectations have been disappointed in the adminis
tration of the law, may be indicated by the following remarks 
of Hon. John H. Reagan, at that time chairman of the Com
mittee on Commerce of the House of Representatives (CoN
GRESSIONAL RECORD, Vol. VII, pp. 728o-7281, July 21, 1886): 

"The object of this important provision is to protect the people at 
noncompetitive points from paying for the carriage of the freight 
shipped !rom the competitive points. It was found difficult to pro
vide a rule which would be entirely equitable. It would not be right 
to charge the same rate per mile for a long as for a short distance, 
as the loading, unloading, preparation of trains, and handling would 
be the same in .both cases. In adopting the provision that no more 
shall be charged for the shorter than for the longer distance. which 
includes the shorter, we did discriminate in favor of the long haul to 
the extent of providing that no more should be charged for the shorter 
than for the longer distance, thus leaving the provision so that if the 
transportation companies find it necessary they ma;r charge as murh 
for the short as for the long haul. This rule recogmzes the territorial 
extent of the country and the character of shipments to be made. 

" It enables the transportation companies to carry grain and flour 
and meats from the productive fields ot the West as cheaply as from 
Illinois, Indiana, Ohio, West Virginia, or from the western part of 
Pennsylvania or New York to the seaboard. 

"Justice and fair dealing could surely require no more. And in pre
venting charging more for the short than for the long haul it conforms 
to the rule adopted in the State constitutions of Pennsylvania, Mis
souri, Arkansas, and California and by the statute laws of Massachu
setts and other States. 

"Hon. Shelby 1\f. Cullom, of Illinois, chairman of the Senate 
Select Committee on Interstate Commerce, said in the Senate, 
April14, 1886 (CoNGRESSIONAL RECORD, Vol. VII, pp. 3472, 3477) : 

"Section 3 (of 1532 as reported) in general terms prohibits undue 
discrimination against localities, but section 4 is more specifically di
rected against that evil, by prohibiting a greater aggregate charge for a 
shorter than for a longer dstance over the same line, in the same direc
tion, and from the original point of departure. This is the general 
declaration made, and it is agreed that this is the principle that should 
be observed as a general rule. 

"Senator Cullom then proceeded to argue that there were ex
ceptional cases in which this rule ought not to be absolutely ap
plied. How far the result has been from the expectations and in
tention of Senator Cullom, who himself was among the most 
conservative of the framers of the act in regard to this particu1ar 
regulation, is shown by the fact that the exceptional case which 
Senator Cullom had in mind has not only taken the place of the 
general rule, and reversed it, but has in fact become the universal 
practice, so that the evil of discrimination between communities, 
which was intended to be cured by this legislation, became more 
widespread and intense than before. 

" The bill, as introduced in the House by 1\lr. Reagan and as 
passed by the House, cumained no qualifying clause as to " sub
stantially similar circumstances and conditions" and no proviso 
giYing authority to the Interstate Commerce Commission to 
grant exceptions from its application. 

" The fourth section of the Senate bill, as reported by the 
Senate committee, as will have been noted by the citation frotp 
Senator Cullom's remarks above, in addition to this qttalify
:ing phrase and proviso, contained, after the word ' direction,' 
the words 'and from the original point of departure.' In the 

vote in the Senate on May 5, 1886, these words were stricken 
out under the leadership of those who favored a stronger long
and-short-haul clause. In conference the words 'the shorter 
being included within ihe longer distance' were inserted after 
the word 'direction' in the place of those which the Senate 
had stricken out. Those who favored an absolute long-and
short-haul clause supported the House bill in this respect, but 
in conference a comprcmise was effected by the insertion of 
the -words just quoted and the retention of the qualifying phrase 
and proviso mentioned above. It was believed by all that under 
the fourth section, as ~o framed, and which was finally enacted 
into law, the general rule would prohibit the charging of a 
greater rate for the short than for the long haul, but that in 
exceptional cases relief from it might be granted. 

"Senator Isham G. Harris, of Tennessee, member of the Sen
ate select committee, said, January 11, 1887 (CoNGRESSIONAL 
REcono, VoL VII, pp. 527, 530): 

"Most of those who oppose this section (as agreed upon in con
ference) claim that It fixes the same rate per ton per mile for the short 
as for the long haul. • • • Language coniC not be selected which 
would more clearly negative that idea than the language of the section 
does. 

"The plain meaning is that the carrier shall not demand a larger 
gross sum for hauling a carload of grain or other freight over a part 
of its line than it demands for hauling a similar carload of the same 
class of freight over its whole line. 

" • • • The proviso of the fourth section confers upon the 
commission full and complete power whenever application is made to 
the commission and the commission has become satisfied after in
vestigation that this is an exceptional case under exceptional circum
stances which require that the railroad in question should be relieved 
from the general rule prescribed by the fourth section. 

"In the amendment of 1910, eliminating the phrase 'under 
substantially similar circumstances and conditions,' it was ob
viously intended and expected to strengthen the section and to · 
prevent the discriminations in favor of the long haul which 
had continued under the ect of 1887. There could have been 
no other purpose in view, and the debates of Congress ~how 
that this was the intention. As pointed out above, however, the 
purpose of Congress was again wholly defeated by reason of the 
proviso authorizing the Interstate Commerce Commission to 
grant relief in special cases. Under this, as before, the special 
cases became the universal rule and the situation remained 
substantially unchanged; and it is evident the only way in 
which relief from these discriminations can be obtained is by 
removing the invitation which the section, both in its original 
form and after the amendment of 1910, contained, to the rail
road, to apply to the Interstate Commerce Commission for ex
emptions from the application of the fourth section. The dis
cretion being vested in the Interstate Commerce Commission, 
the commission upon application felt compelled to exercise the 
jurisdiction thus conferred upon it. If the discriminations 
which have wrought so much injustice to the South and West, 
and, to a lesser extent, to the North and East, are to be re
moved, it is perfectly evident that this im·itation must be with
drawn and this jurisdiction to grant relief from the act must 
be repealed and the act must be made mandatory and absolute, 
as provided by this bill. 

"The rule should be that the railroads should be allowed to 
compete with water transportation as far as they can do so 
without making discriminatory rates between communities. 
The only interest which the railroads can haYe in seeking ex
emption from the fourth section if:l to destroy the water lines 
and get their traffic; because, as to mere comparative rates, 
just as large a revenue can be obtained by such an adjustment 
of rates to the coast and to interior points as to avoid dis
crimination. 

" The destruction of intercoastal shipping retards the devel
opment of au American mercantile marine in the foreign trade, 
as the two are closely related and interlocked. If a flourishing 
intercoastal mercantile marine were developed some of its ships 
would touch at many foreign ports and others would make the 
intercoastal \Oyage a part of a continuous voyage between for
eign and domestic ports. The handicap which railroads have. 
put upon the development of intercoastal water transportation 
has been one of the most potent and deterrent factors preventing 
the development of American shipping in the foreign trade. 

"If the ship lines could not meet railroad competition, would 
it be claimed that the interior should be taxed to subsidize tllem 
in order to enable them to do so? Regardless of the merits of 
the general proposition of a ship subsidy, certainly the proposi
tion that this subsidy should be paid by only certain portions of 
the country, while others should be relieved from it, would not 
be considered for a moment; and yet this, to all intents and 
purposes, is the privilege which the railroads claim to enable 
them to meet water competition. 

"By driving away water transportation, not ou1y nre the 
Pacific ports deprived of its benefits, but the interior as well, 



a 

660 CONGRESSIONAL RECORD-SEN.A_TE~ DEt 'K~II~ER 16, 

since sucll points as Spokane would be ,enabled to get the benefit 
of the water rate plus the local rate to Spokan·e. It is assumed 
by some 1·epresentatives of the railways that the ship lines, if 
alluwed to engage in this 'Qusiness, wuuld g.et practically all o:f 
the ooast traffic. Tb1 is manifestly not too .case, sin.ce it was 
testified by railroad officials themselves in the hearing that much 

f traffic -would move by :mil r~nrdless o! the water llnes and., as 
has been recently uemonsb'ftted, the railroads would receive as 
much boc;in.ess a .· they can efficiently handle, notwithstanding 
water COI!.l)efiti'On, and the people '-vould be willing to pay for 
1t rensanahlc rates so 'long as they were uniform to all and un
j1.1 ;t discrhnlnntion \Y.US atolisbed.. 

.. , \ !hrn freight rates wer.e last seaT arbitrarily incrcase(l "2o 
per cent the discrimination against the interior -was greatly in
teosifie.cl \YJ He the interior wa.s already suffering from the 
unj1.1st burden of hli;·her l'ate::; for .shorter hauls t..ne flat mcren.se 
of 25 per cent on all -rates in t'he section. .coTered by the increase 
resulted in a larger ::tbsolute increase f{}r the intermedin.te 
pomts th:m. tlie s~m~ per(-e-ntn.ge pt'oduecd when :aJ)pUed t0 the 
lower rates n.t the faToT:ed long:-hll.lll points. To still :furth& 
'\Yi<len the :bream m111 ~Y.a'W the inequality .of burden the 
_p.erc.entage wn.r tax on all freight bills was, of cotu·se, much 
larger .on the higher f1.-.eight bills of the interior l)Oints than 
upon the low·er bill.s ()f the faro.red localities. In ±his way the 
:riginnl injustice wns mn.de the basis f{}r a series .of still fur

:thez- injustice arul. bur.de.nsome d.i.scrimirultio.ns. .As said by 
Mr . ..A.. :r . . McGehee. oocreta1·y -of. the A ociaoon of Commerce 
.or Jaeksoo, Tenn., in the Trnffic W.orl{J, d"auuaey 4, 1919: 

" The recent rrus~ m .freight ntes of 25 per cent en the dollar re
sulted in a very much greater increru;e o.f the high rates to the in
terior than it did the low rate to i:'he ri.-.er points; for lllustrtltion : 
S.upposmg the ll'U:te t.o the river point to be 50 cents _per bundrod, the 
increase W!l.de it 62~ .cents .per hundred, .:l.D.d the Mte to the .interior 
point, alrendy, without n.ny reasonable exeus.e, b.eing $1 P£T hundred, 
is now ~L2ii per htmdl·ed. ~ • * 

"'It is taDltion without representation, bcc::mse there "bas not been, 
nnd is not now. one ..single !Person who has authority .or .a vote in the 
matter o:f fu::ing these rn.tes wno lives in and has his perSQnal :fo-rtune 
mvested in any of these interior points. "* >) :;t 1t is ;to.xatioD. With
out recompense, 'been tlieTe is no possible Teturn nor compensation 
~iven by the railroad-. tD tlle people of the interior, resulting fr.om 
tile 1.evying of this e:::ree ta::r. •• 

"...l.B indicating in total results tile ~n.ormous , urtax laid uvon 
the peopl~ of iocalities against which this di.scr:im:inatio:n is 
practiced Ir. J. BA Campbell, of .Spokane.., Wash .. a thoroughly 
wcll-1.nf0l'rued n.nd respoo.sible witness, who, as the representa
th-e .of tbe pokane 1\Iercha.nts' Association., has studied the 
situation f.or ;rears, in the bearillgs upon this bill, J>age 136, 
said: 

.. The nv.erag.e excess of ttaD. ortatioo tn:x p.aid by the .intermoun
tain t.N.·ritory per ye:tr i .$.11,9Di ,248. That .is $99S,l04 per m.onth_, ()l' 

'33,:no per fu:ly. T.he .average excess war tax that will 'h.ave to 'be 
-paid by the !.nb:!rnwuntain territory uPQn a simll.aT s.monnt ct. traffic 
wmilil amount. 'flet" ;s;ear---:if it nm a :ye:.u---t:o 356,!911.44, w 2U,139B.12 
per month, .or £19.77 }ler day. .Jow, exce s war tax. Just think of 
th.:!t for a moment." 

"In the .hearings, pa.ge 1.35, 1\Ir. Oarnp.bell testified that the 
annual iaterrnountain fi'eight tonnage hauled by the r~ilroads, 
tonnn.~e on which were paid excess freight rates, amounted to 
2,.994,-312 ton-s. This estimate he arrived at by taking ilctual 
ilt,our.es for four months {)f 191.6 .as .supplied by ~ railroads. 
1\Ir. Campbell testified that this intermountain tonnage "'paid 
a.n average exces over the con. t .rates of 2{) cents .a "hundred oc 
$4 a ton, making an annual total of ~11,997,248 excess fl·elght 
rates pu.id by the intermountain .country. 

"One of the most illurrrinD.ting and ~·.u..ther astonishing fea
tures of the discriminatory rate system. wher-eby the J.ong 
haul or end-of-the-line points n.re given less than reasonable 
rates, based .merely on the so..calloo ont~f-poeket cost, because 
it is argued thet·e is water competition n.t tJwse points, is tlla.t 
ill a shipment, for instance~ from New Yor·k, which passes over 
se~eral connecting lines., ma.k:ing a ;jnint eh.arge for the trans
portation, those lines which reach New York, the seaport, 
r.eceive .exactly the same rate whether tlle shipment is con
signed to, we will say, Seattl.e~ the terminal ,point, ar Spokane, 
the interior point ; arul the enormous surplus which is paid 
Ul)()U a shipment to Spokane, .as .against .a .shipment to Seattle, 
is wholly received by the lines lVest of St. Paul. In other 

ords, willie the discrimination i.s based on the .argument or 
·urnption ot. water competition, the increaS2d rate c-harged 

for the shorter hllul is lVbolly collected .and absorbed by a line 
\Yhlch has no water competition whatever bclween its eastern 
terminal at .St. P.aul .and its western terminal at Seattle, which 
shows t:il.n.t the excuse given for the discrimination is alto
gether fictitious. l\lr. Percy P. Powell, a prominent wholesale 
ruerc:h::-.nt do1ng business at .Spokane, Wa.sh.~ in his testimony 
before the joint committee of Co.n.gress, which is reprinted .at 
page .82 of the hearings on this bill, sa.ld: 

"The rate on canned goods !rom New York to ~pokane is ~1.10 
per huncll·ed and th-e minimum is <Go,or.o iQmtds. 'l'llc 1,..-,;-.enne on a 
car oi canned goods from New York to Spokane on tbnt minimum :ts 
~GO, wh-ereas the rate t<> t'he 1f'nci.fk -coast, -which i£ ::1 -e~ts A 

hnndre.d with tbe same minimum, produces a rev-enue of ~51<0. the 
Tnte to Spokane eArning 1.5Q 'IDGl'e thaB tbe rate 1.'0 th-e l'a-cifiC GB.St. 
Tbe carriers eam $150 mere by <dr.opping t.rutt eommom.ty 'Rt .a point 
"342 miles closer than the Paeifie 'l:Oast point f ffiinati<>n. This 
-revenue is di:v:ided a-s follows; The Un~ e>ast '<>! st. Pa u3. '()1i the 
Pacific coast 'h'affic receive $180.38, -and tb-e tin~ w t ot St. Pa:nl 
receive $32!>.62. On the Spok-ane tr:dlie the !ines ast of St. Paul 
.receive $180.38, whiCh is identlcally th~ . ame amount they r-ecehre 
U the .car :goes th-rough to Seattle .or the P11c:ilic eoa&t terminals, 11:nd 
the liDflS -west of St. Paul on that same tra.tfie l·.eeeive . H9.62. Now, 
Whether this car ot canned goods is .subjeet to water competition or 
.not, the east&n lines, or th.e eastern ~':S. dcl.i er hat car from 
New York to ~t. Paul .at exactly the ame rat~. '* "' * 'I"he excess 
trelght we pa.y on tbo.se goods is -paid tbe ~n Jme tbn t ba'llls 
tlie car ftom St. .Paul to o1cme, m1d ~ammissioncr I'1·011ty, :mil ln 
fact .all the orders .of the commission.. have stated nbsohltel,y tho.t 
w.a.ter competition .does not exist between St. Pau1 .:ml'l Sp.o'kane. 

Industries will not be -devel-oped nt interror points on the 
basis of t-emporary r.ates. Jeither will boat lines be estab
lish~ .so long as the old SYStem is liable t'O be ;restored at any 
time by whlch the railroads would be a lowed to mak-e :tes 
at terminal points whieh ou.ld kill off r..ater tr:msportation. 
Ra.t€ nniformity must be put upon a perm. :nent basis, as would 
be the case if S. 313 should be enacte<l into h1w." 

The PRESIDING OFFICER. The .qoemon is DPOn the 
amenclmE:'nt :offer~d by the Senator irom '\\' ashi.Bgton. 

l\Ir. CUMMINS. 'Mr. Presiden-t--
Mr. POlNDEXTEB.. I w.as just g,oing to say i:Dat white I 

hope that the e.onslderativn of ~ amendment rna · not b ue
layed, I ask unanimous ronsent that lt be passed o-.·er, so fi.1.-r as 
the vote is conca:ned, nn:tll to-.IDOl'I'<> • 

1\.!r. C"Ll\fl\IINS. I r..ose to say that ~ :Sen.,tor from JJ:ichi
g-an [l\lr. Tmv.~:--sE ~D], w.ho, as the Sena.t<lr from Wa.shiugton 
will .remember, _presenOOd the ilmendment t{} the present ~aw 
which .is found in the :bill now before the Senat-e~ desires on 
op_portunit;y to be heard a :moment u,PQn that pllase of the ub
ject., and I have sent :for him, and be will~ bere t once. 

l\Ir. MOS.E.S. .MT. Pr.esid~t., there i~ still 11nother Senato1· 
who I .understand wishes to be heard on the amendment, .vho 
is -oot in the city to--day. but who expects to be .hex-e w-mon-ow, 
I beli-eve. If the Senator from Wa-shln_gb::m \\ill c~t tlu:.t the 
vote shall be taken on tllis a.lll.elldment to-morrow it ..nil greatly 
a e-ooJ.lllll()dai.e tha. t Senator. 

1\Ir. POINDEXTER. I asked that .tlle .am~ment be passed 
over u.n:til to-IllQl.T.OW. 

Mr. MOSES. I beg the Senator's pa!l:don. I <m<t not under· 
.stand l::bat he 'had ask.ed tlmt it be passed i>ver until to-morrow • 

Mr. CIDIMINR lf the Senator from \V.a.shiugt-on -consents 
to passing ()Vel' uutil te-mul'I'Ow the amendment whicll he has 
pro.posed, I hope he will withdraw it, o that othex .a.m.en..dments 
may b~ -offered and we can g{) iorwa.nl with ihe bill. 

The PRESIDING OFFICER. 'The Senator from Was'hington 
has asked unanimous consent, the Chair nrulersta.Dds, i:ll!l.t the 
'~te on his amendment be pas::;ed orer until to-ruouow. 

Mr. POINDEXTER. Yes, that was my l'equest. 1: <lo not 
think it is necessary to withdraw it, if by unanimous c nsent 
lt is '{)assed ove:r. '\Ve frequ{mtly do that. 

Too PRESIDING OFFICER. Is there objection to the re
-<l'.lest of the .Senator from 'V-ashington? 

Mr. CU!..!MI:N"S.. I a ume that that ca.n be done so u.s not 
tQ interfere with the offering -of otber amend~~rents and goin-g 
on with the bill. 

The PRESIDING OFFICER. The (Chn.ir so understands it. 
If there is no obj.ection, such will be the order~ 

Mr. GAY. l\Ir. President, ~ desire to offer an .amendment at 
this time. 

The PRESIDLl'\G OFFICER. The amenClment will be read. 
The SECRET.ATIY. In tbe .first print of the bill, on page 66, 

after line 21.~ insert: 
SEc. al}. r.I'h~ provisions '<>i ihis 3d relating to the grouping, .COD· 

solldation, or F.edernl incorpQration of carriers by rail, the adjustment 
-of rates, fru·es, -and charges in rate districts to yield the returns pT-e
scribed herein, and i.he disposition of the .excess .railway operating in
come -of -carriers by :rail .sllall -oot be construed to apply to <D.r affect 
any belt line railroad, te1·minnl .switching railro::ta. or other terminal 
facility, owned exclusi~ly and maintained, operated, nnd controTied 
by any State or political subdivision theJ:OOf.. 

Mr. CUM.MIXS. Mr. Pre i<1ent, .as I view the bill, I think 
the substance of tlle :mendment now propo-sed by the Senator 
from Louisiana is already in the bill, in even a. broader form 
-than is contained in the amendment. I have .no objection what
ever to it, so far as I ca.n assent to the adoption of the amend
ment. 

Mi.·. :SMOOT. .Mr. Pres:i<lent--
Mr. GAY. 1 yield to the Senator from Utah. 

•• ll 
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Mr. SMOOT. I was just going to- say that the SenatE}l"' f.r'om from the Unii~d States. ~refti11g fortb tll~ amou:n.t of the lmm and the-

! h d ~ d t fi · ~,.. -d.-n ts th tenn tor which it is desired, the ptll'pose of the loan aBd the liSe8 t& 
owa as ma e m regar o \e or SlX Ourer ame~n e w:hich it will be applied, the present prospective ability of the appficant 

same statement just made in regard to the amendment off&ed to repay the loan and meet- tl'le requirements of its o'bligfftioons 1n that:. 
by the Senator from Louisiana, and really I can not see why regaJrd, the chaiactu and value of the security oKered, and the- extent 

h uld d t dm t th t 1., ely d by - to "f!hieh the PU.blie convenience anti necessity will be. served~ The 
we s o a op amen en s a are auea covere pro- apphcation shall be ac-companied by statements snowing such fact~r an-d 
visions of the bill. It seems to me it is simply lumbering the details a.s the lroa.rd may require witl'l rel§pect to the phyaieal situation, 
om, with no good whatever coming from it. ownership, capitalization, indebtedne~ con.trn.et oblign.tio-ne, operation. 

l\1 GAY 11~ n-esid + this tt d. ed th and ~arning power of the applicant, togefueF with such other fn.ctso r. . .w.r. r r en'? mft er was lS'CUSS ra er relating to the propriety and expediency of granting the loan rrpplie<f 
exhaustively last night, and as there seemed ta be some differ- for and the ability of the applicant to make good the obligation a!!f the 
ence of op-inion as to the possible interpretation of' the runend· board may deem pertinent to the inquiry~ 

t t d t da 1 h h d thi dm t (b) If the board, aft~ such hearing- and inve&tigation, with or with-
men presen e on yes er y, ave a s amen · en out notice, as it may dil'ect, finds that the malting, in whore or in part, 
drawn which I now offer as a substitute. The object of the of the proposed loan by the- United States is necessary to enable the 
amendment is to exempt publie-owned belt railroads, belt applicant properly to D:Leet the transportation needs ot the people, and 
railroads which are exclusively within the confines of a State, that the prospective earning power of the applicant and the character-

and value of the s~urity offered are such as to furnish reasonable 
similar to the one owned by the c-ity af New Orleans, from the assurance of the applicant's ability to· rep:ry the- loan mthin the time-
provisions of the bilL fi:red therefor, the board may catlfy to the S~etary ot thQ Treasury 

11~ • • I 11 its- findings of fact and tts ll'ecommendations- as to- the. amount of the J.li.r. SMOOT. Very well; I have no obJection. suppose a loan which is to be made; the time, not exeeeding five yean from the 
such questions will be thrashed out in conference. makt.r:g the~eof,_ within which it is to be repmd ; the character- of. the 

Mr. GAY. I was going to suggest that, if the amendment secunty whiclt lS te> be otrered therefor; and the tt>1.~ and conditi&ns 
conld be adopted, I would not care to take up the time of the of tM loan. 
c~ate at this ti""""" Wl.th any lengthy di'scussi"on. The ame:nA (c} Upon receipt at 811ch certificate from the boud, the Secretary of 
~u .LLLIC" u- the Treasury, at any time oefore tl'le expiration of 26 montl'ls atter the 
ment was gone intO' in some detail last eyening; but if it is term:in:1tion of Federal control, is authorized t& make a wan, not ex-
des-red that I sh,..,..ld ·nto dictnnss·on f 't I am Y\ ·iU'V:Ired ~edmg the marinnnn amount recommended in such ~atificate, out ot 1 

· vu go 1 a =-u 1 0 1 • J:'r"J.J... any moneys in the revolving fund provided for in this section. All 
to do. so. such loans shall bear interest at the rate of 6 per cent per ann~ 

Mr. 81\.HTH of Georgia. Mr. President, I wish to ask the payable semian.nually to the Secretary {)f the Treasury, andl tO> be 
Senator fr()m Louisiana, as I was not here last night, just a placed to the credit of the revolving fund pnrvid.ed fo-r in tb:b seetion. 

The tim~, not exceeding five years from the :m.a.lring th.ereofr within. 
little about the effect of the amendment. Does it exempt State· which such loan is to be repafd, the security which is to be talten 
owned roads from the operation of the bill, and tO' what. extent?' therefor, which shall be adequate t() ~ure the- loo.n, the tenns: and 

1\Jr. GAY. It exempts belt-line railroads and terminal switch- conditione of the loan,. and tl'le form of the oJHigrrti1>rr to be entered 
into, shn.ll be prescribed by the Secretary of the Treasll:l'y. 

ing railroads owned by any State or IX>litical subdivision (d) Loans so maife shall be preferred lfens upon the income and 
thereof. The Senator from Georgia is- now referring tO> the property of the app:Iic:mt in the same manner nnd to the same extent 
amendment which I first offered. 1 have withdrawn that that certificates issued 1:-y l'eceiv~s appointed by United States courts-
mnendment~ and this is a substitute. ~iff:f:Jr~: f~e:~'!fl~~- the inc-ome and proper(, that is being ad-

Mr. SMITH of Grergia. Then I would like to hear the sub- (e-) 'l'he ooard or flle Seel'etary ~ tbe Treasury may call npon. the 
stttnte stated. I have read the o.ther amendment. Federal Reserve- Board for ttdvfce and assistan{!e with ra p-eetr to any 

snch applications. o1r loans. 
Tl'le PRESIDING OFFICER. The secretary wm read the (f) There fs hereby aPPTop'ri:rted, out or any moneys in tile Tre:ls:-

run~ndment. ury not otherwise 3:ppropriated. the sum of $750,000,000. which sha::U 
The Secretary read the amendment. ~d~J~ora!nat~f:~~~n~mrd fo• tile purpose ot making the louns pro-
1\Ir~ SMITH of Georgia. I understand the amendment ap· 

!}lies only to belt lines? 1\fr_ FRELINGHUY:SEN.. Mr~ President, the amendment aS' 
1\lr. CUMMINS. Belt lines, switching facilities, switching written is identical with. section 208 f}f H. R. 10453, the bill 

tracks, and the lilt~ passed by the Rouse: mrd now ()n the Senate calendar with 
The bill does nat propose tO> control belt lines,. switelling notice of a motion to strike out all after the enacting clause 

facilities, phmt fncilitlesr and other transportation instrn- and substitute S~ 3288 as it shall be runended, e-xcept that the 
mentalities ()f that kind, nor does" tt propose to take from such phraseology is- brought into harmony itl. S~ 3288 by substl
fncilities their earnings or regulate their earnings in any way tuting the words " transportation board" or "board, fO"F •t com .... 
whatever. as I understand the bilL mission," and the substitution of $750,000,()00 for $t250000f>001 

Mr. SMITH of Georgia. 1\fy interest is. not in the 'belt lines. as a revolving flmdr ' ' 
The State that I have th~ honor to represent owns a main line The creation of such fund was not urged upoo the Senate· 
from Atlanta to Chattanooga, which is the mo~f valuable prop- committee by anyone until a few days ag&, when R sftl.l'Ution 
erty owned by the State.. It was: leased out for a tet·m of years presented itself in. the mru:ket far investment funds. 
by the State~ and ti ~ to see the effect upon that line that The Senate eommittre has not considered the amendment but 
I was especially looking at the amendme»t. It do(43 not toncii I believe it is so important to the ccmntry" to properly ~ce 
it, and therefore I have no suggestion to make. 1 may con- the roads. after they are tw:ned back that the €onferenee com· 
elude, however, that a tnrther amendment to take car-e of the mittee: should at least consider the maximum am£>unt needed to
line to whicbl I refer will be necessary~ meet the financial requirements o:t the, roads which are turned 

Mr. OVERMAN. Mlr. President, I oo not want to. interfere back in my opinion n-ot in as good condition. as when th-ey were 
but I pre!er the original amendment. Of course; i'f the Senato; taken over. 
cllanges it to suit the Ne Orleans situation I shan not ol>jeet, It had been a.ssumed that uvon the reftrrn of' the roads under 
but I should be glad to support an amendment like that o:rigi- . prope.r safeguaids fo.r their financial welfare they would be aMe 
nally offered, which takes care of a State's. property. to borrow capital from the investing publi€".. It now is lea:rned . 

1\lr. GAY. That amendment was withdrawn, and tnerefore that a eommtttee- of bankers- advising in respect to tl'Ie proposed 
thi.<s is the only amendment that iS' before the Senate. gen~ral eq;wpment trust to take ca.re o.f ~ars and Iocemotives 

1\lr. POMERENE. The Senator n"'m Iowa [Mr. CuMMINs] purchased by the Direrl01' Getter 1 bas' advised th:lt market 
a moment ago referred to- the general pro.Yision in the bill. conditions a:re not fa.vornble now to tire placing of e-ven tha:t 
That pro-visa is to be f9nnd on page 22, as I recall it, and reads gilt-edge security r and as the obsfacie is11 therefore, a question 
as follows: of credit supply, the aw:rebension is expn!ssed that less at~ 

P1·ovided f!trther, That terminals, belt-lin~ rllilways, ta:p· lines-, a:nd tmetive seco:rities affere(f by the- rnilroads during the cnming 
othe-r shan lines o1: lines owned and opru:ated by distinct corporations year may be 00 moFe StlceessfnL 
and so peculiarly situated or in such financial condi&n as to be pxae- The vital nrrblic interest in arT"""'·lll.acv ot iaciliMies "'n"" Si"'"'"Vl·ce ttcany mcapable of consolidationJ may be excluded 1!, in the judgment pu. ~"" '-""'! " s a- u <O.L 

6f the board, i1l fs for tlle public mterest. in the immediate future seems. to require tha.t in the absen£e> 
'l'be PRESIDING OFFICER. The qrlestion ts- on the amend- of a public ma:l'ket for railroad ~curfties Congress should pro'-" 

ment of the Senator from Louisiana [1\fr. GAY}. vide a credit with which the roads ca:n pmeeed! with essential 
The runend'ment was agreed to. work. The HoUS"e bill provides $250',()0(},000 for this purpose_ 
I\iir. FRELINGHUYSEN. Mr. President, I offer the following The Senate b-ill contains no sucb Pl'&V!isi<m.. lJnde.tr con.fePence· 

amendment, which I ask mn:y be read. rules if th~ Senate shall not aet oo fhi:s aSJ;Je€t before- sending 
The PRESIDING OFFICEIL The Secretary will read the its bill to conferenc-e the. conterees would be l:imi:ted tg con-

ttmendmeut sidering sums between $250,000r000 un.tl nothing. In view of 
The SECRETARY. Add at the end' of section 21 a new section, the prospect of early passage of the Senate- b-ill an'd the lack of 

to read as follows: opportunity thus far since investment conditions became clear 
For the: purpose of mabling carriers by rafuoad subject to the com- far delibenrte study of tlle- si1!uation, tll.is umendment is. intro

~rce act pl'eperly to serve the public> during Ute transi:ti&n period im... duced, ptrtting the figure at $~,000,000: in" O.Fder tfiat the eon-
medinteiy followin"~ the temninatfon o~ Federal eorrtrol, any such ferees may under 41he ru~ "on_..rder fi hi,d>. carrier may w n.t any time. after the passage o.t th:is act and before. the · ' " L ceo, '- . ;:,.., a.ny gure w t:::u may 
expiration ot two yea:r:s· after the teimina.tion_ of Federar ~ontroi, make l~t~ be deemed wfse between $7ro,OOO,OOO 3:Ild $250,000.,000. To 
appUeatlon to- the- tra.nspo-rlatfon board he-reinafter created f(}r a loan a.trtho.rize sucb a revoMng fnnd does not .JJ:rean that 1!J:re tota:l. 
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sum ever will be loaned. What is now proposed is to place the 
conferees in position to use their judgment in the light of in
:(ormation which may become available. 

The sum of $750,000,000 is the figure suggested in com·ersa
tion by Director General Hines. He does not expect that the 
c~rriers will be able actually to expend in that time more than 
five or sL~ hundred millions, but thinks it will be necessary for 
them to make commitments in addition to these sums so as to 
provide for continuity of work. 

In the event that there shoultl be protracted delay in plac
ing raih·oad loans with the investing public, there will be a 
number of fixed commitments to meet. The chairman of the 
House committee, Mr. EscH, in his report to the House on 
H. R. 10453, page.:; 38 to 41, sets forth the amount of secmities 
now outstanding which will mature in 1920 and require new 
capital for their discharge. This item is $221,234,692. During 
1920, also, will come due one-fifteenth of the sums to be paid 
on the rolling stock already purchased by the Hailroad .Aclminis
tration, or about $25,000,000. Improvements other than rolling 
stock already contracted for are estimated by Mr. Powell, 
Director of Capital Expenditures of the Railroad Administra
tion, at from two hundred to two hundred and fifty millions of 
new money. This is a total of $446,234,692. If total dependence 
for new capital bad to be placed upon the re\olving fund of 
$750,000,000 this would leave $303,765,318. The Director Gen
eral spent for additions and betterments in the last year for 
which statistics are available, 1918, about $576,000,000. The 
average for 10 years, as shown by the reports of the Interstate 
Commerce Commission, was about $579,000,000. Deducting 
from the 1918 figure the $200,000,000, which waR Director 
Powell's minimum estimate for additions and betterments 
already contracted for and now under construction, not includ
ing any rolling stock, this would leave about $379,000,000 of 
capital improvements not provided for. It is generally known 
that the year 1919 has been a period of heavy defetTed improve-. 
ments on account of the near approach of a return to corporate 
operation. . 

It, therefore, seems obvious that an insurance of $750,000,000 
of loans would be moderate in case investment conditions 
should continue for any length of time as they now are, and 
the public is to be served with facility. A.t least it appears 
prudent for the Senate to permit the conferees the 1atitude sug
gested. 

Mr. President, I called Mr. Hines on the telephone and 
asked him in regard to the capital re<iuirements of the rail
roads for the present year, and I now ask the Secretary to 
read his written reply. 

The PRESIDING OFFICER. Without objection, the Secre
tary will read. 

The Secretary read as follows : 
UNITED STATES RAILROAD AD!IIINISTRATIO:-o, 

Washington, December 11, 191:J. 
Hon. JOSEPH S. FRELINGHUYSEX, 

United States Senate, Washington, D. C. 
DEAn SENATOR FRELINOHUYSEN: Yesterday afternoon you t elephoned 

me to get my estimate as to the capital expenditures which ought to be 
provided for the railroads for the calendar year 1920. 

This morning I have again gone over this question with the Director 
of our Division of Capital Expenditures, and as a result express the 
following as my judgment : 

Your inquiry presupposes that the capital expenditures would be 
p1anned and carried out by the railroad companies. On that assump
tion it must be borne in mind that the companies will require time to 
.formulate and adopt plans and arrange for financing. This will all 
require considerable time, and it is not probable that the companies 
would be able to enter in a confident and effective way upon the making 
of provision for either betterments to roadway or acquisition of addi
tional rolling stock upon an extensive scale prior to March 1 next. 
The amount that they would be at.le to spend in the calendar year 1920 
,vould be considerably curtailed by such a late start in puttin~ their 
plans into effect. Taking this into consideration, my judgment IS that 
$400,000,000 would represent approximately the expenditure of cash 
which they w.ould actually be able to make in the remaining part ol 
the calendar year 1920. There is a possibility that this might be some
what exceedetl, but I do not think, in any event, it would go beyond 
8500,000,000, and I think the probability is much more in favor of 
$400,000,000. . 

I do not mean by the foregoing that the figure of $400,000,000 rep
re. f' nts the full amount that ought in the public interest to be ex
pended during the year 1920. On the contrary, I .should say that at 
least 50 per cent additional ought to be expended m order reasonably 
to provide for the needs of the public service ; but, in my opinion, this 
larger and more desirable provu:ion can not be made because of the 
delay which will inevitably be connected with the transition back to 
private control and with each company thereafter making its own inde
pendent plans and necessarily waiting until it can obtain some more 
definite light as to its financial status. 

Sincerely, yours, 
WALKER D. III ~ES. 

Mr. FRELINGHUYSEN. Mr. President, I think possibly my 
view on this question is one that may not accord with that of 
other Senators. I look upon it as good business for the United 
States Government at this time, when the credit of the trans
portation system of the country is at its lowest ebb, when the 

underlying securities are selling at figure which have not been 
reached before in 20 years, and when it will be almost impos
sible for the railroad companies to uorrow sufficient funds to 
rehabilitate themselves when they go back into private manage
ment, to enact such legislation as is proposed in the amendment. 
I have but one interest in the matter, and that is to see that 
this transportation system, which, when it was turned over to 
the Federal Government was the best system of railways on the 
face of the globe, is properly rehabilitated. 

The United States Government bas been in control of the rail
roads for O\er a year and a half. 

The railroads ha\e h ad to stand the burden and pressure of 
war. They are returneli to their owners at a time when their 
credit, as I have said, is at the low~st ebb. No one can esti
mate the amount of damage cau ed by their usage during the 
period "While they have been under Government control. It is 
estimated at 10 per cent, and in some quarters as high as 20 
per cent . That would run into everal billion dollars; but even 
so, we know that tlle rolling stock of the roads was never in 
such poor condition as at present; we know that there are 
improvements which have to be made; and if the transportation 
system is to be immediately restored the roads must have money 
in order that they may be put into efficient condition. 

In addition to that, there are maturing railroad obligations 
ex.-piring in 1920 which w·ill have to be refunded. I feel that 
when the roads have served the Government and in fact the 
world so wel1, and through their u e we have been enabled to 
win the war, when they are returned to their owners the Gov
ernment can do no better than to give them sufficient credit in 
order that they may make the necessary improvements imme
diately and restore the efficiency of the transportation system. 

Therefore, with the idea in ·view that the country's best in
terest will thereby be served, I have offered this amendment, in 
order that the conference committee may consult with Director 
General Rines and ascertain the sum needed for the rehabilita
tion of the roads and that the United States Government may 
further sustain the road by loaning the necessary funds for 
such rehabilitation. 

1.'he PRESIDING OFFICER. The question is on the amend
ment offered by the Senator from New Jer ey [Mr. FRELING
HUYSEN]. 

Mr. CUilllL~S. l\lr. President, the subject of the amendment 
which has just been oflered . by the Senator from New Jer ey 
was not pre euted to the Committee on Interstate Commerce, 
and I know nothing with regard to the views of the members of 
the committee upon it. It is impossible, however, for me to 
allo'v the amendment to be submitted to a vote without express
ing my opinion with regard to it. 

The House of Representatives has proposed to appropriate in 
the bill $250,000,000 as a revolving fund, to be used in making 
loans to railroad companies after their properties shall have 
been returned. I have hoped, Mr. President, that Congress 
would adopt such legislation, fair to the railroads and fair to 
the public, as would enable the railroads to command the credit 
Decessary to meet the exigencies of the coming year. 

I am not willing to assume that the railroads can not, under 
the legislation which shall finally be adopted, borrow the money 
which they unquestionably will need. I do not doubt the state
ment of the Senator from New Jersey that the railroads will 
need during the coming year for additions, betterments, and 
other expenditures that are chargeable to capital account, to
gether with the maturities of their funded obligations, quite 
$750,000,000. There can be no real question with regard to their 
requirements in that respect. 

Mr. POMERENE. Mr. President--
The PRESIDING OFFICER. Does the Senator from Iowa 

yield to the Senator from Ohio? · 
Mr. CUMMINS. I yield. 
1\:Ir. POMEREl,E. I am very much interested in the state· 

ment the Senator is making. As I was able to follow the state
ment made by the Senator from New Jersey, it was to the effect 
that the Director General of Railroads was of the opinion that 
$400,000,000 would be required, or, at the outside, not to exceed 
$500,000,000, and that,· in his judgment, $400,000,000 would be 
more nearly conect. That being so, wby should we provide 
$750,000,000 for the purpose indicated? 

1\lr. CUl\11\IINS. I am not suggesting that we provide for 
$750,000,000, If the Senator will wait for just a moment I will 
giYe him my view upon that. 

Mr. POMERENE. ' ery well. 
Mr. CUMMINS. I said a few days ago, and I have no doubt 

about the accuracy of the statement, that there ought to be 
expended upon the railways of the United States not less than 
$750,000,000 during the coming year. The Director General 
states in his communication that in his judgment not more 

/ 
I 
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than $400,000,000, in Yiew of the ·lateness o! tbe -season, cun be mittee woula be limited to 1mtking an a11propriation of $250,
wen or J)roperly expended for these ur.,poses; and to that we 000,000, which is the sum named in the .House bill. 
mu ;t add, of course, $140;000,000 or $150,600,000 af ·obligu'tions l\Ir. PilliERENE. Thn.t is what I wanted to be reassured 
which tcill mature during the year; but, as l rema:rk-ed a 'few about. 
momen ts ago, it seems to rue that ·Oongrcss ought to assume-that l\Ir. FR'ELINGHUYSEN. 1\lr. President, will the Senator 
ihe leglslation "\"ctlich is to be adopted will enable the railroa.d yield? 
companies to borrow what money is needed for these pur.voses. The PRESIDING DFFlCER. .Does -the Senator from Iowa 
So J .ha\e .not "been able, and l nm not now able, to give :my yield to the Senator hom New Jersey? 
concurrenee .to the proposnl that there be $750;000,000 ...appro- 1\Ir. OUl\IMINS. Yes; I yield. 
priated to be loaned to the railroad companies auring fhe 'Com- Mr. FRELINGHUYSEN. The Senator well lmows fhat I 
lng year. To me :that is a ·ronfessimi that priYate Irulnagement have no intention of opposing llis Tiews in .regard to this meas-
10ld operation 1U'e substantially impossible. ure. .I know the study he has given to this subject, and .I only 

'I ean see no reason in the situation :for believing that the .felt that it would be wise for the Senate to enact this provision, 
-railroad com.pa.nies can .not, upon good security, borrow money in the event of the conference committee finding that not only 
just as readily, though not, posSibly, at as ·low a ..rate of int;er- the $250,000,000 .but more is necessary, so that 'they might have 
est, during the coming :year as ·they can borrow .money ·~urmg the opportunity of incr·en.sing that figure, and that the confer
the year following the coming year ·or ca:ny other sear m the ence would not be practically foreclosed to a limit of $250,
future. If I did not believe that th~ legislntion Which Will :be 000,000. .Now, 1 am illformed, arid I believe credibly, that 
adopted by Congress would 'PUt ·the transportation system of wben the '$250,000,000 ..figure was reached in the Hou e bill that 
the United States in position to take care of itself and be sus- was an estimate which they llad ,procured for the needs of the 
ceptible of private management and ~vxivate operation .I would roads next year, .and that after it was enacted it was ascer
not be in favor of returning :the railroads to their present tained .that probably the capital .need would be much more: The 
owners. If the future shall develop l()l· shall show that we are .Senate bill makes no :Provision for the creation of a revolving 
mistaken in that respect and that the railroad companies can fund to take care of the creilit .needs of the railroads. I intro
·not borrow the money which is neces'Sary for atlequate facili- duced that, and it is in ms amendment, because very early, 
ties and fol" adequate service, that will be · the time, it seems when we were considering this measure, the raih•oad men, the 
to me, f,or them to come to Congress for ·the Joan ~hic:'h is con- executives themselves and those interested in this problmn, 
tern plated in 'the amendment. said that the railroads would have -extreme difficulty · in pro-

To me the suggestion implies grea"t doubt o'f the e1ficacy- "Of curing their capital needs ne.xt year. Therefore, .I simply in
the legislati<>n which we al'e 'Proposing, and 1nasmuch as I 'troduced this amendment in or<ler tbat the · chairman of the 
do not maintain a doubt of that character I can not ~upport c~~ittee, who has .1.'1.bored so zealously in order to solve tbis 
the amendment p.l'oposed by the Senator fxom New Jersey. great problem, might not be restticted should he find himself 

It may be true that the railroAds ure ll()t in .::rs .g~od condi- face to race-wlth .a .financial problem that ·_possibly .he ·himse1f, 
tion as they were when they we-r-e taken over by the G-o'9"ern- .although .at the present ·time ·opposed} lliight in the conference 
ment. That is a matter of dispute, -and I do not pretend to eorninittee feel it necessarj to -solve. 
have the facts necessary 'to enable ·me to !form an opinion ~upon If the Senator o_p_poses it, of course 1 know that the amend
the subject 'nth .respect to the railroads as a whole. I know ment will not be -adopted; but 1 -ho,pe, in oxcl~r tpat tne1re may 
the situation with regard to some of the railroads; but ·e.v~n be no limitation upon the deliberations 'Of the eonference com
:if the condifion stated by the Senator from New .Jersey exists, .mi~tee, that this ·IIlaX.imum amount may go into.·this bill, .so 
it seems to me that it is fully met by the obligation <>n the pal"t that ~e .S.enntor may be .:free either~ to limit it to $25o;ooo,ooo 
of the Government to return these properties t<> their owners ru· increase it if .he believes it wise, or cut it out altogether: 
in as good conaition as when the'y were taken on the 1st -of ·xherefore, believing that the most important question at this 
January, l.918. The Go-verrunent o'f 'the United States mu~t time is the credit ·o! the railway system. of the country, I nave 
pay .for n.ny difference in condition, if tbat condition be ad- offered this amendment so that the Conf-erence committee w1ll 
-ver ~e to the Got"ernrnent, and so :far as :a.n appropriation being not be confined to 'the limitations of th~ House bill. · 
necessary to meet that "Obligation is cencetned, I shall be in 1\Ir. PDli!ERENE. 1\fr. President, I d ire to ask the Senatol' 
favor of it the moment the condition nppears and th~ moment a. question. "In view of the parliami::mtary situation, .anu in 
~the fact js shown, 'for I hope th~ Government never will be view of tile opinion which has been given by the Director Gen
·careless or indifferent ()1' even slow m l."esponding to rrny obli- eral of Raih·oads, it does seem to .me that the Senator. ought 
gation into which it has entered, but .I can not see that that to limit the amount of 1oans .authorized to four ru· five hunclred 
consideration can support the api>rOpl"i:,ttion. millions. I am disposed to agree witn the cbairman of tl1e 

Mr. PO...'\!ERENE. Mr. President, if I may be permitted to committee that it probably would be better to take up this 
ask a question of the Senator, the Senator from New 'Jersey .subject when ·the situation requires it; but at th~ same time, 
llas suggested that one .J:ea on why he was offering this umend- as this matt&· may be thrown into conference, why should the 
ment at this time was to take care 6f .the parlin.nrentnry situn.- Senate place a figure beyond that whicb the Director General 
tion. Tow, of ~urse, I shall hop~ that "the Senate bill shall :aays could be used by the ,railroads? I suggest a limitation of 
be finally enacted, but it is the present -plan of the chairman ()f . Jt to $400~000,000. 
the committe~ as I undersumd, ultimately to mo\e to substi- Mr. FRELINGHUYSEN. If the Senator will place it at 
tute the Senate bill <for the House .bill. .Is the .Senator ()f "the $500,000,000, which is the outside figure .suggested by the DiJ:ec
opinion that when this tn11.tter is thrown dnto cnnfel'ellce, if 'it tor General, I should be ~ery gln.d to .have it "Cnanged. 
should be thrown into conference, it will be .necessary to .have ·:r.Ir. POl\I:ERE~"'E. It is the ~Senator's amendment. I leave 
in the bill some .such provision .as .is contuined in the amend- that matter to his judgment. 
ment proposed by the Henator from New Jersey in order that Mr. FRELINGHUYSEN. Well, I will make it .five hundred 
it cnn be made a proper subject of ronference ns to the .amount? millions. ..I will modify the amendment by changing it to fin~ 

l\lr. Cillfl\liNS. I think the Senator from Ohio has not hundred millions. 
caught the exact point made hy the 'Senator from New Jersey. I ask, Mr. President, that the amendment may be printed 
If the Senate bill is substituted for the House bill, as 1 hope and and go over. 
eKDect .it will be, and then a conference occurs, there will be in Tlle VlCE PRESIDENT. That order will be made. 
conference the _propriety of approDriating $250,000,000 .for the 1\Ir. STAJ\"'LEY :Obtained the ftoor. 
l)urposes indicated Jn the amendment. But the 'Senator !rom Mr. LA FOLLETIT'E. llr. President, will the Senator from 
.New .Jersey thinks that there ought tb be .a larger s:um .in con- , Ji.entucky yield to ,me? 
troversy, so that the conference committee could agree upon , Mr. STANLEY . .r yield to the Senator from Wisconsin. 
an appropriation of $500;000,000 or $6.00.000,000 or $700,000~000 Mr . .LA FOLLETIT'E. I suggest the absence of a qu<>rum. 
or $750,000,000, whereas at :the present time and under the pres- The V.ICE .Pll.ESlDEN'l.'. 'The Secretary will call the roll. 
ent prospective .procedure the conference committee would be .The Secretacy .called the roll, 1llld the following Senators an-
limited to an appropriation of ~250,000;000. d tl · 

Mr. POMEREl\"'E. !rhat is J·ust the question ,I had in 1ny own swere to Hur names: 
&II Elkins 1nind. I n.m not sufficientLY familiar with the conference rules llankllead Fall 

to be able to determine now .as to whethet" ru· not we would be Brandeg<'e Fenrald 
limited to the 2"50,000,000 in the e-vent that there wa nothing Calder Fletcher 

..Capp r FrQllce 
of thiskindJn the bill. Colt .,..rellnghursen 

:Mr. CUMMINS. Ji the amendment -offered by the Senator Cummins ~ay 
.from New Jel"sey were .ado_p.ted I .n.ssume that the coaference £¥~s g~~ 
1Would .be limited orlly bS' 'the extreme-that is, the $750,000,00()..-- ·nmtn "ham uaie 
.but if. the amendm:ent is .bot .:tdopted, then tile :conference -eom- · Edo,.ne "' -Hn.tris 

Harrison 
llendeu;on 
llitchc-ock 
John-son, S. D"llk. 
.Jones, N. Me3: . 
:Jones, Wa.sh. 
Kendrick 
Keyes 
King_ 
Kirby 
·Knox 

La Fol! <> t L 
Len root 
'McKe ll ar 
~!cLE-an 
l\IcJ. ·m·.r 
l\lo es 
1\.Iyr r s 
Nelson 
Netv 
Newbeny 
Norria 
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Nugent Ransdell Smoot Underwood 
Overmiln Sheppal'd Spencer Walsh, Mass. ' 
Pa~;e Simmons Stanley Walsh; Mont. 
Pb1pps Snilthb· , ~~ad. Sutherland WWaa~8re0~ Poindexter Smit , J.U • '£homas 
romerene Smith, S.C. Trammell Wolcott · 

1\fr. SHEPPARD. I wish to announce that the Senator frorri 
Arizona [Mr. AsHURST] and the Senator from KentuckY [Mr. 
BECKHA r] are ab ent on official business. 

The VICE . PRESIDENT. SiXty-eight Senators have an
swered to the roll call. Thet•e is · a quorum present. 

Monday, Decentber 15, 1919. 
1\lr. STANLEY. Mr. President, the proposed amendment con

templates the elimination of all provisions in the act providing 
for compul ory arbitration, including the. ':arious b?a.rds of 
''ages and working conditions and the proviSions :providing for 
certain pains and penalties in the e\ent of a stnke after the 

· finding of the board of transportation. · . 
The attitude of Members of the Senate toward any legisla

tion designed to prevent or punish s.triking will depell:d in great 
measure upon their varied conceptions of the mea_n.~g of the 
term. \Vebster defines ·a: strike as "the act of qmttrn~ work, 
especially such an act by a body of workmen done as a .means 
of enforcing compliance with demnnds made o.n their em
ployers." He also defines "strike " as "an exto~t~on o~ mol?ey 
or the attempt to extort money by the threat of illJUry. 

Now jurists ha\e differed as widely in their conception of 
what thls thing that we call a strike is as the lexicographers. 
If a strike is blackmail, if a strike is an attempt by Illegal 
means to extort money, the quicker le~islation is enacted to 

· prevent it the better. · 
If it implies simply the refusal of one or ~ore ~en to .co~

tinue service in the employ of a private corporation or mdt
vidual 'its punishment is an entirely different matter. 

The 'distinction between legal and illegal acts, between thin~s 
which the law shoulU not punish, which would · imply the 
deprivation of an inherent right, an inal~enable right, :md the 
punishment of things that are palpably Illegal and wrong has 
been cleurly clra wn in a decision, Arthur v. Oakes ( 63 Fed. 
Rept. 310) to which the Senator from Wisconsin [Mr. LA 
FoLL~TTE] has already called the attention of the Senat~. 

Before inflicting heavy pains and penalties, we should ~~ow 
exactly what we are prohibiting and what we are penahzmg. 
In the Oakes case the receivers for the railroad asked for an 
injunction. They alleged that irreparable injury was ab?ut to 
be inflicted and prayed that the employees of the earner be 
restrained from co1.11!nitting depredations upon the property. of 
the carrier or from conspiring together to prevent the operation 
of the road, or from quitting the service of the carrier iJ?- a body 
with the intention to embarass such operation, or to hmder or 
delay the movement of commerce. 

That great, wise, le\el-beaded jurist, wl;w combineu in a 
strange and a rare degree a wealth of head and heart~ ~at ~u
perb and robust intellect, John M. Ha~lan, draws _th~ di~t~ction 
between the right of employees _to desist, to abstam m~IVIdually 
or collectively from the employment of the master, and the 
license--because it could not be a right-to pre\ent another 
from entering its employ or from inflicting injury of an! char
acter whatever upon the property of the employer. \'\i as not 
that the distinction that was drawn? 

Mr. LA FOLLETTE. I think it was. 
:Mr. STANLEY. He modified the injunctio~ by elimin.at~ng 

any prohibition upon the part of the .court agamst !Jle q'!Ittmg 
by employees indiviuually or collectn~ely and retarned m the 
order the prohibition against any inJury to property or aJ.?Y 
effort to interfere with those who chose to enter the employment 
of the carrier. 

Said Justice Harlan in that case: 
It would be an invasion of one's natur!J-1 liberty to compel him to 

work for or to remam in the personal s~rv1ce of another. 
Now remember . the Government has a right to command my 

servic~ nolens vol~ns. I am of the opinion that a soldier in the 
ervice of his country or a policeman protecting the safety of a 

city bas no right to strike. The proude t and most self-respect
in"' citizen can rPnder _such sErvice to the Government unde.r 
co~ditions which render a breach of his contract a form of 
de ertion. But you can not inYest in any private citizen or cor
poration whatever that power which f1:e~ and se.lf-respecting 
men willingly renuer to the State. That IS a sovereign power. 

Said 1\rr. Justice Harlan: 
One who is placed under such constraiut is in a condition of involun

tary sen·itud~ . a condHion "'hich thP. suprep1e law of the l~nd declar~s 
shall not exist within the United States or m any place subJect to the1r 
jurisdiction .• 

Now as to their right to do collectively that which he says 
you co~ld not -prol1ibit them from doing singly, Justice Harlan 
said.: 

We have said that if employees were unwilling to remain in the 
service of the -receivers for the compensation prescribed for them by the 
revised schedules, it was the right of each one on . that account to 
withdraw from such service. It was equally their right without refer
ence to the effect upon the property or upon the operation of the r~ad 
to confer witn each other upon the subject of the pl'oposcd · reductiOn 
in wages and withdraw in a body from the service of the receivers be
cause of the proposed change. Indeed, their right as a body of em
ployees affected by the proposed reduction of wages to demand given 
rates of comp~.osation as a condition of their remaining in the service 

. was as absolute ~nd perfect as was the ·right of the rPceivers represent
ing the aggregation of persons, creditors, and stockholders interested 
in the trust property. 

Now, let us see if. the bill is designed to prohibit the positive, 
affirmative interference with interstate commerce. I concm· 
with the committee that if we have not sufficient Jaw to protect 
common carriers nnd to permit the unimpeded course of com
merce, it should ·be passed. But· there is a vast difference be
tween such interference and sending an officer of the law into 
the home of an employee and commanding him to return to the 
service of his master or go to jail. In this very case the judge 
of the lower court who issued the injunction considered a 
strike--

Essentially a conspiracy to extort by violence; the means employed 
to effect the end being not only the cessation of ·labor by the ·con pmt
tors but by the necessary prevention of labor by those who are willing 
to assume their places-

Is that the strike about .which we are tall~ing? Jusfice Han
nen, in Farer against Close, an early English decision, declares: 

A strike is properly·.defined as a simultaneous cessation of work en 
the p~rt of workmen, and its legality or illegality must depend upon 
the means by which it is enfor.ced and on its o!Jjects. 

Justice Harlan, in the same . case to which I h_aYe referred, 
said a . strike may be-- . 
the orderly withdrawal of a large number or in a body from the service 
of their employers on account simply of a reduction in their wage . Such 
a withdrawal is not either illegal or criminal. . 

Is this the thing which this proposed law is de igned to pro· 
hibit? The more conservative railroad president of this conn· 
try believe that if this bill is passed it will precipitate a . trilw. 
I have no doubt of it. 

Are you going to say to 2,000,000 ,proud and intellig~nt em· 
ployees of the carriers, " If you meet in your lodge rooms or 
in your locals or anywhere else and discuss \\"Orking c.ondition , 
if you find these conditions onerous. or the compen ation inade
quate and agree to seek .better and more remunerative employ. 
ment elsewhere, and as a result .of such conference two or more 
of you quit the service of the mast~r, you shall be forthwith 
imprisoned"? That ·is exactly what it means. 

The antisb·ike provision of this proposed act does not desi~n 
to prevent lawlessness, or the clubbing of nonunion labor, 
the blowing up of bridges, the demolition of cars, or the wrecking 
of. engines.- \Vhy? Bec.ause the chairman of the committee in 
presenting this bill.to tJle Senate says that was not the purpose. 

Mr. KING. 'Vould it disturb the Senator if I should interrupt 
him? 

Mr. STANLEY. Not in the lightest. I shall be glad to have 
the Senator interrupt me. 

Mr. KING. The p::>licy of the Government since 1887 ha been 
to assert control over common cat:rier . They are to be treated 
as essential to the life and the welfare and the happiness of the 
people of our country. Indeed, they are essential to th life, 
the welfare . . and happiness of the pe.ople. 

1\fr. STAJ.~LEY. They are absolutely so. 
l\lr. KING . . By common consent it has been aO'reed that the 

Federal Government shall take charge of these in trumentulities 
of commerce. This bill, however, goes further than preceding 
bills. . _ 

l\Ir. STANLEY. It goes further than any bill which has ever 
been passed on the subject. 

Mr. KING. It aims to proYide for wages, for ju t .c.ompensa
tion ; it .fixes the rates which the carriers may charge; it pro
vides boards and instrumentalities. to curb and contro~ and de
termine the activities of the railroads. \Vhy? Because the 
rai1roads are essential to the welfare of the public. The Gov
ernment says, "You must operate these roads in a certain wuy; 
you must operate them continuously." 

The GoYernment having taken the employers and their prop
erty under its charge and jurisdiction and subjected them to 
limitations, without ex:pres ing any opinion, I desire to ask, 
Is there anything improper in the Government goin'g further 
and in the aid of the people everywhere, in the aid of continu
ity ~f service, for the welfa-re and for the life of the peoJ?le, 
saying to the employees, "\Ve think that you should be Im
pressed more or less with this public interest, this public duty; 
that you ought not to strike; that you ought not to conspire to 
interfere with transportation and with the service which is 
necessary for -the life and welfare of the people? " That seems 
to be the theory of the bill; that if the Government, · for the 

I 
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goou· of the public, can take charge· of the property and of the 
individuals who own the property, the employees who are con
nected with these roads ought to submit to what this · bill con
ceives to be, I presume, reasonable rules and regulations, to 
the end that the public interest may not suffer and the .health 
and the happiness of the people be materially affected. Does 
the Senator think that the principle which would apply to pri
vate corporations in their relations with their employees should 
apply to public corporations, or, in view of the Government 
taking charge of the railroads and their property and fixing the 
rates, and so on, whether or not it has authority to deal with 
the employees? I express no opinion. I am inclined to think 
that the argument which the Senator from Kentucky is mak
ing, however, is very sound. 

l\lr. STANLEY. I will answer the Senator by saying yes 
an<l no. Commerce is to the industrial body what the circu
lation of the blood is to the physical body. Any interference 
with the. moYement of traffic has the same effect upon our indus
trial life as strangulation has upon our physical existence. 
The stoppage of the movement of traffic is more than a loss to 
the private corporation maintaining the road; it is a positive 
. injury to the public; that is all true. Congress has a right to 
protect the public, and should do so by inflicting the most 
drastic pains and penalties upon any man or any set of men who 
attempt by any overt act to stop the. movement of the mails 
-or of passengers or freight or to offer any character of physical 
injury to the appliances used in interstate commerce. Con
gress has the right to enact-and should enact-the most dras
tic legislation punishing the engineer who leaves his locomotive, 
the conductor who quits his coach, the brakeman who leaves 
his car and then attempts by intimidation or physical violence 
or any other act . to prevent another from taking his place; but 
I do not conceive that the public-that a majority-have any 
rights that the .minority have not. 

'£be right to life, liberty, and tlte pursuit of happiness is 
common to all, and the right, whether a man works with his 
head or with his bands, high or low, to seek individually · or 
collectively that employment which is the most congenial -and 
most profitable, is essential to the life, liberty, and happiness 
of a proud man. The majority, namely, the public, may, per
chance, be inconvenienced by a carrier's lack of labor, by diffi
culties in the movement of traffic, not because its employees 
l1ave done anything to hinder the operation of trains, but sim
ply because their personal presence is needed to move them; 
under sud1 circumstances the public is not warranted in say
ing: " If you do not work for a wage and under conditions 
named by some governmental board · you must go to jail." That 
is not tolerable in a free country ; that is establishing a system 
of involuntary servitude for the public good; and a system of 
inYoluntary servitude in one business will spread into another. 
A 'vise reformer once stated that they who deny liberty to 
others shall not long enjoy it themselves. Such a pernicious 
principle once established among common carriers will soon 
spread to mines, mills, and factories. 

Mr. JONES of New Mexico. l\Ir. President, will the Senator 
yield? 

l\Ir. STANLEY. Certainly. 
·Mr. · JONES of New Mexico. I am very much intetested in 

this discussion and must admit that it impresses me very force
fully; but I have been thinking of this situation: Take the coal 
strike; the mining of coal can only be carried on by those who 
ba \e been especially trained or educated along that particular 
line. Now, if all of the coal miners concluded to quit mining 
coal at once, and there were no other supply of labor to take 
the place of those who are quitting, can the Senator suggest 
any remedy, in view of the premise which he is laying down, to 
relieYe the public of absolute suffering and misery? 
· l\Ir. STANLEY. · May I borrow a Yankee habit and answer 
that .question of the Senator by asking him 0.::1e? 

Mr. JONES of New Mexico. I shall be delighted to answer if 
I can. 

l\Ir. STANLEY. No misfortune can be so great as positive 
famine. The people of this ·country would starve to death if 
the sower did not sow the seed ; if the farmer did not raise 
cattle and hogs. That work requires technical skill; a man 
can not plow until he learns the business; a man can not be a 
farmer without considerable intelligence; and I think it takes 
about the most intelligent men in this country to do it suc
cessf-ully. Suppose the men who tilled the fields found that they 
could make more money operating the railroads or working in 
the mines and they should all quit plowing corn and raising 
hogs, would the Senator be in favor of an act that would send , 

.men to jail who did not stay on the farm? . 
l\Ir. JONES of New Mexico. I am not saying that I am in 

favor of the p1~ovision in the bill putting people in jail for strik
-ing on the railroads; I have not come to that conclusion as yet,.; 

but I was just wondering what remedy; if any, could· be pro
vided by law. 

Mr. STA . .t~LEY. I wish to say _to the Senator-aud I ~ay it 
re~pectfully, because it is a hypothetical <.-nse-that he is shoot
ing at a bogey man, a man of straw. It is absolutely futile, it 
is, I should say, an unfounded fear, an impossible thing that 
he is proposing to gilard against for this reason: )Ve had just 
as well pass an act in Congress punishing men for pulling their 
own teeth as to pass acts designed to prevent millions of men 
from starving or freezing themselves to death. It is impossible 
for all the miners of this country to stay out of the mines and 
everybody else stay out of the mines until the miners with the 
rest of us freeze to death. That is never going to happen; and 
it never can happen. It is just as improbable as that all the 
farmers of this country will ever refuse to sow wheat and to 
plow corn and to raise cattle until famine stalks in the streets 
and until they and their children die of hunger. It is impossible 
that 2,000,000 trainmen, with 10,000,000 dependent upon them, 
will ever abandon the highways until traffic rots in the ports, 
until trade is stagnant, and until ruin and bankruptcy and 
starvation desolate the land. Those things can not happen . 
They never have happened. They never will happen. The 
pain of the thing will drive the conductor back to his car, the 
engineer back to his engine. The force of public opinion, the 
inevitable suffering that they and their wives and children will 
be subjected to, will adjust the matter as it always has and it 
always will. You are providing the most dangerous, the most 
drastic, the most exasperating legislation to prevent a thing 
that is just as probable as that a meteor will strike the earth. 

Mr. JONES of New Mexico. I made the inquiry and used the 
illustration which I gave owing to the condition which seems to 
have confronted the country just recently; and I believe the 
Senator will agree that unless that coal strike had been settled 
there would have been great suffering and loss of life in this 
country. 

Mr. STANLEY. Undoubtedly. 
Mr. KING. 1\Ir. President, if the Senator will permit me, 

there was great suffering, and in some places there was, as I 
am advised, loss of life because of the inadequacy of fuel. 

Mr. STANLEY. That is true. 
Mr. KING. And I do not think the suffering of some of those 

people in the extreme West influenced the miners in going back 
to work, either. 

Mr. WOLCOTT. l\Ir. President, will the Senator yield? 
. l\Ir. STANLEY. Certainly. 

l\Ir. WOLCOT'r. · Referring to this coal strike, which is >ery 
recent history, are we not justified in gathering this lesson from 
that strike? · 

Before I deduce my conclusion from the facts, let me preface 
my statement by calling attention to the fact that while the1·e 
was no statute making that strike unlawful, there was an in
junction against that strike, a restraining order laid on all the 
mine leaders and workers · and every man to whose knowledge 
that injunction process should come, with the indefinite paius 
and penalties behind a \iolation of that injunction, to be ap
plied through contempt proceedings. Therefore, in that coal 
strike situation there was, to all intents and purposes, a law 
against strikes, with the most fearful kind of penalties, because 
they 'vere indefinite-tine or imprisonment, or both, \vithout 
limit. 

Now, then, that being the case, may I not ask the Senator if 
it is not true that, regardless of pains and penalties, men will 
strike if they desire, and you can not stop them by law? · 

Mr. STA...~LEY. I entirely concur with the Senator, and fur
ther on in this argument I will come to a brjef resume of the 
utter failure of such legislation. Take the instance· that the 
Senator from Washington and the Senator from Delaware llave 
quoted. Originally, the coal miners of Pittsfield were pro
hibited, under the most dire pains and penalties, from forming 
any cb,aracter of organization, or from quitting the service of 
their masters by any kind of agreement. For centuries that was 

.the lf:l.W. The man dug the coal, and the woman, with a leather 
thong al;>Out her neck, clad in a single garment, with a chain 
fastened to the thong and extending between her arms and her 
limbs, like a beast of burden, dragged it to the light. Her 
_boqy was _torn and maimed by the cruel links. Tl!ey were 
dwarfed and hideous and dirty and ignorant, and phila,nthro
pists said that God could not see them, becaus.e they were in the 
darkness_ and in the bowels of the earth. One day they wall~ecl 
out into. the_ light, and th~y said, "The last leather thong bus 
been -fastened to the body of wife or. mother or daughter. You 
shall have beasts of burden to carry this coal to the light of 
day. -1Ve ·will die or starve or go to prison, but we will not go 
back into the mines as long as our women are hitched to these 
cars." 
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· T:ha.t wn~ the first strike t~.rno.ug tile ruiners. That was tht-i.r l'.Il.·. CUMl\HNS. But the .strik-e lra4 lren.dy occuncL1 when 
first organi?.:ation. Great Britain, for a thousand ears, nt· the appeal was made to the court, u.nu th ot·uer that was issued 
tempted. to hold these men in the mines l)y every ctmrader of was not dll·ected t{) the mM. lt did not dh.·ect tlte men to :return 
drastic l~oi.slntion, by -every chu.t·acter of .fine and imprisonment; to work. It was directed a.galn t those who ' er before tile 
and to-day she has wiped the whole thing off her statute books, eourt, the leaders; and, o fat· a.s we know, they claim at least 
and has nffirmn.tively legalized and affirmatively gU"aranteed to that they o-ave the utmost respect to and obeyed implicitly the 
labor the right to qui.t. What is true there is true in ew Zea~ injunction that w.as issued. I d-o not Jmow "·heth r they did or 
land~ true in Australia,_ true in every country that ever at- n~t. but I am saying again that there was nothing that gave the 

ttempted to make a vast body of men work against their will. mine-rs any reuson tG belie-re that they would get any other -or 
Mr .. CUMMINS. Mr. President-- fntther justice than that tlrey could secure at the bands of their 
The VICE PMSIDENT. Does the Senator :from K-entucky mployers. N-ow, if it is not in accordance w"th enlightened 

yield to the Senator ft·.om Iowa? civilization to pr-ovide o. tribunal to which every ro n and woman 
Mr. STANLEY. Certainly. cnn go for justic~ then I quite agree that the provision to make 
Mr. CUMMINS. As a preliminary to a questi-on) I want to it criminal to strike ought not to find its way into the laws of 

1·efer for just -a moment. if the Senator will allow me, to the the country; and I want the Senator from Kentucky to 1-emember 
statement just mnde by the Senator from Delaware [l\fr Wo1.- lso that while we are using the word "strike," or the term 
corr]. "prohibiti-on against a strike," this bill is not quite that. 

Ir. STANLEY, Why, -ce1·blinly. I do not want to €Seape any respunsibility for what it does 
Ir. CUMMINS. I a ume that the great body of our people really command. Under this biU every 1·ailroad man in th-e 

nre law-abiding. They intend to respect the la.w. It "\\as not United States could leave his employment if he wanted to, every 
assumed by them t:hat there w-as any law thnt would permit the mnn c-ould lea.ve his emplosment after conferrin.oo with Ills 

j.injunction granted by the Indiana Judge. On the eontrru.·y, they fellow workmen, and leave without any violation of the Ja.w. 
·protested most earnestly that there was no law which authorif:oo It is only when n tli pute has arisen and the -strike -ol" the 'COU
lln injunction. of that character; and they proceeded upon the -certed and agreed su 1:>ension of employment occurs in Qtder to 
·assumption that there was no law under which a judge could -compel the empl<Oyer t-o <lo the thing which the ern,ployee "\\""ant 
' issue an injunctlon 'Of that kind. done. It is that thing of which the Government tak~ jurisdic--

Now. I am not saying that the injunction was issued without tion in this bill and says whether the employers are right 'Or 
authority o:f law. I do not .attempt to .l'e'Vise or criticize the the employees are right. It eems to me that there is a vust 
opinion of Judge .Anderson nor his -action, but I only say that difference between that and ICOmpulsory employment. Every 

,the coal miners and the beads of the union representing the coal llliiD is at liberty to take whate ·er :mployment seems most at
•miners did not understand or believe that we had any law which tracti\"e to him and c<>ntinu it ju t so lon:g as be desires tt> 
:would forbid a strike of that character; 11.00, of colll"se-, If we continue it, and not n moment long-er; and he can leave not only 
'h-a•e a law of that character, it is a pa1·t of the war legislation individually but in as larrre .a compaay as he d ires to gather 
.and will pass away when the emergency whkh created it passes about him, if he desires to do it. But he can not agree or eom
a"\\ay. bine with his fellow employ~ that he will prevent the mo'Ve-

I am only saying that to put the history -straight with regard m~nt of comm-odities in interstat~ commerce in order to coerce 
to the effect of legislation o:f this character. I do not believe · ubmi ion to the terms which he has proposed. 
that the miners would have bTought about a nation-wide strike 1.\fr. STANLEY. Let me interru);>t the Senator. Tbc s~natol· 
in regard to the production of coal if at that time, when "\\e were sa.ys the law provides that he shall .not prevent th movement 
con idering their difficulties and the inadequacy of theu· wages, of inte1.·stute commerce. This law _provides that he hall not 
we had had a provision of law under which their d.Ulputes could prevent the mo'Vemoot of interstate cornmerce, as 1 understnnd it, 
ba \e been submitted to an impartial tribunal, just exactly as it by refusing or failing to assist in its movement, if that refusal 
1s about to be submitted to an impartial tribunal, and settled in is the result of au understanding betwe u him and ()ther ~m
that way. We would have had no coal strike, beeause ensible, ployees. 
law-abiding men '-vould ha.ve known, and they know now, that a lUr. CUIDHNS. Not at all. It ha no such ignUicutioo ns 
goYernment such as our Governm~t 1-vill not tlo injustice to that, if I corredly understand it. 
the great body of its people. · l\I"r. STANLEY. That is my und tandi.n.g of the bill. 

"With regard to the Illustration given by the s~na.tor from :Mr. CUMMIJ\'"S. It simply men.ns that here is -a <li put~ 
'Kentucky very eloquently and very truly, a provision of law which we may say l til employe-es of the eountry ~g.a.ged i11 
prohibiting strikes, prohibiting the struggle that goes alon& with railtoau service have with their 1·especth~e mploy~s. 'I'll~ 
the trikes, without at the same time -providing a tribunal for are trying to settle it nd they can not settle it. The mployees 
the JUSt settlement 'Of the disputes, whatever they may be, woulU do not want to lem--e the rollrond erv1ce, they do not q-uit 
be just as n.bh-onent t-o me as it is to the Senator from Kentucky, their work in order to indicate that they desire to seek some 
:nnd ·the great :failure of Great Britain in her advance ulong that other field of employment, but they quit becau e th y w·-ant 
path ha.s been that Great Britain never has been Willing to through the suffering .and ineon~nience ,,~hich they ;fill -occa: 
unuertnke the tnsk of doing justice to her working people. The sion, to compel the employer or employers to accede to the terms 
moment Great Britn.in is willing to assume the enlightened duty which are proposed. If it were a truggle only between· the 
pf adjudi-cating disputes between the working people of the employer and the eruplo~-ees, I woUld be the last ru n t<> 4l.dvo
{!ountry and their employers, then the case will be parallel to cate any limitation nr restriction upon the right to strike. 
the one presented in this bill. But n third nnd lnnocent party comes in at that point, .and 

I beg the Senator's pardon for interrupting him at such the rn.ilrouds being originally ~-pernted !for profit, of eourse you 
length. may deny them th t profit, and I have not a w-ord to sn.y. Bnt 

1\Ir. STANLEY. Just nt that point~ does the Senator from w~ :rou put it out of the power or th:e railro d 'Companies to 
jiowa thlnk that a citizen ls uniler any higher obligation to obey SM''\l"~ th. commerce of th~ country; you ha-ve visitoo '\'"~Y gr t 
an act of Congl'~ thnn to ob~y the order of a Murt of corope- injm-y Ul>Ofl innocwt people, and I believ-e the time has come 
tent jurisdiction? Here was a court ot competent jurisdicti.on when we hould have orne means of settling those di~putes nnd 
.Which said, as the President of the United States said, that tb~ avoiding those calam~ties. 
strike was illegal and unlawful I know \ety well thn.t 8Ubstantially the aw which is ptoposed 

Judge Anderson said that it was in clear contravention of the · here has not work-ed well, not per'feetty, nt least, in ()n other 
1lflw of the land; and in udditio~ to the we1ght of law, solemnly country. It has nev. r been proposed in any country t '-e (IDe, 
~acted, you ha.d the injunction issued by the most determined, notwithstanding all that is said here about it. It was proposed 
the most pitiless judge that ever sat on an Ameriean bench, a.s tn New zealand. 
devoid of human sympnthy ns n marble column, n.nd set to a Mr ST.Al~I.EY. They hn~ had th~ same act in Austr lia, or 
'Dl!.lll they did not <>bey. If they would not <>bey und~r tho e cl.r· practically the same .a(!t, over and oter again. 
eumstnncM, when they had the law, the President of the United. l\lr. CUMMINS. \Vbere'l 
States, nnd the court all warning them that thei:r aet was illegal, Mr. STANLEY. In Australia. 
does the Senator think any other act would ha'\'"~ any othet· l\It.·. CUMMINS. No i I do n()t think it is quite the same. 
~ffect? Mr. STANLEY. The same prindpl~. 

lllr. OU.l.\HIINS. The Sen .. tor mu t remember thn.t the strit..'"e Mr. OUIDIINS. Th e laws whidl proVide f"Qr prohibition 
had already occurred when these announcements we1·e made. n.galnst strikes until :an investigation -can take place and whkh, 

Mr~ STANLEY. Is there any difference between the lawless· .niter the investigation, ~se to be of :any binding ~ect, \-e not 
ness ot a man who continues a strike after he knuws it is ngninst at all pamllel with or simila1· to the law hich we propose here. 
the law and that of the fellow who starts one? The Senator from :Kj ntucky and llun"'e -discussed th.is matte.· 

1\lr, CUMMINS. I think not. I think ·there is no essential in th Mllll\l.lt~, and we kn<>w our ~e-cti-ve views pretty -w-ell; 
'Jlifference. bo.t what would the &n.nto-r from Kmtueky y 'about an t:tgr-ee-

Mr. STANLEY! Exactly4 ..mell~ we _ ill y, between the prodaeers Of steell'&lls, that theY, 

/ 

, 
/ 
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Would not sell any steel rails to the railways of the country, and 
allow these railways to fall into such condition as that the prop
erties could not be operated, in order to accomplish some pur
pose which the steel companies had in view? I know that it is 
an utterly inconceivable case, but suppose that all of the farm
ers of the United States should enter into an agreement with 
each other that they would produce just enough for their own 
consumption, but would not produce anything for sale? Any 
farmer can uo·that if he desires to do it, of course, and he is 
at perfect liberty to do it. But what would the Senator say of 
a society which had reached the point where, with a perfect 
organization of farmers, they would all agree that they would 
plant just enough to feed their own families, and not one ounce 
of foodstuffs for general distribution? If we can not do some
thing to avoid a situation of that kind, then the Government is a 
failure. ' 

1\Ir. STANLEY. I will say to the Senator that combinations 
between tradesmen for the purpose of fixing the price or limit
ing the output of any commoility have been illegal since the 
statutes of Elizabeth, since the earliest monopolies in glass, 
and soap, and playing cards, and what not. Such a combination 
as that i illegal at the common law, is in contravention of the 
Sherman Act, and is in violation of the statutes of almost every 
civilized community, and such acts have been in force, have 
never been repealed, and have never been opposed by any intel
ligent legislator 'vho believed in the freedom of commerce and of 
trade. I say that you can not apply that rule to agreements 
between men touching the conditions and compensation of their 
employment, because they are not identical things. The chair
man of the Committee on Interstate Commerce has never in all 
his useful and splendid career done anything more worthy, or 
anything which has brought him more fame and affection among 
the people of this country, than the fine distinc1ion which 
he him elf has drawn when he aid that labor is not a com
modity. 

Mr. CUMl\II~S. 1\lr. President, I believe· in that statement 
profoundly. I believe in it even more deeply than I did when it 
was proposed. But I do not believe that anyone should make 
a commodity of labor, and, as I remarked the other day, Mr. 
Fitzgerald or l\Ir. Foster or Mr. Gompers, or anybody else, 
should not be permitted to make a commodity of labor. I think 
H is ju t as bad for them as for Mr. Gary, or any of the other . 
captains of industry, to make a commodity of labor. 

Mr. STANLEY. Again, in answer to the statement of the 
chairman that men have no excuse for opposing the deprivation 
of a right where you afford them a tribunal to which they can 
go, and which will do them justice, give them something else 
just as good. 

There is nothing that affects the community more, for in
stance, than marriage. Future generations depend on your 
wisdom and mine in selecting a companion for life, and for 
that reason kings and governments for years controlled that 
choice. There are eugenic uplifters who would do it now. What 
would the chairman say to a learned commission that should 
divest us of the right to select our own companions, look over 
the dames of the country, get one just as good or who would do 
just as well, and then if you do not marry her, put you in jail? 

You have not provided a fair tribunal compensating us for 
the loss of the right to select our own wives. 

There are certain rights that Jefferson believed were in
alienable. The worst, the most pernicious thing that I see to
day confronting the American people, a peril greater than the 
red haze of war on our eastern shores, more far-reaching and 
penicious in its consequences than the growls and the threats 
of the Bolshevists and the anarchists, is our utter departure 
from the principle that there is any such thing as an inalienable 
right, that there is any such thing as saying to an inter
meddling government," Thus far shalt thou go and no farther." 

It is not the province of government to feed men with a 
spoon, to circumscribe inalienable rights. There are certain 
rights that come from God, that no government ever created, 
that no government should ever destroy; and the right, with 
or without the consent and cooperation of my fellow workers, 
to work where I please and when I please, and for such com
pensation as I can secure, is as inalienable, as much a part 
of me, as inherent and as sacred, as the right to marry, as the 
freedom of speech or of conscience. That is the thing that this 
bill destroys, and when it does it is nothing more nor less than 
bald socialism. The whole scheme was born in the dreams of a 
lot of wild-eyed Australian socialists, and after they had tried 
it in their own country, after the law has produced the thing it 
was intended to prevent, after this thing had proved abortive 
nn<l worthless wherever attempted anywhere else in the world, 
this committee has taken this discarded, this discredited, this 
exploded vagary, this dream of socialism, and incorporated it 

into this law, over the earnest, indignant protests of 2,000,000 
of intelligent Americans, who say they will not .wear this yoke. 

Let us see what happens to the operation of this law. Says 
the chairman, " The injunction issued at Indianapolis was 
against a few leaders; this act reaches the individual work
man." So much the worse. Do you know that under this act, 
if a man and his wife are making out bills of lading in a 
freight office, and their wage is the subject of discussion before 
any board on earth, and he says to his wife, "I have had an 
offer of better employment, and I am going," and she says, "I 
will go ·with you," and thereupon they quit, you can put them 
both in jail? 

If an engineer and a fireman discuss what they are going to 
do before they do it, before they leave the engine, you can send 
them to jail. Do you think any court will ever do that? Why 
enact a law that you will be unable to enforce? 

Another thing: As I have said, this is pure socialism. It is 
nothing more nor less. I defy the chairman of the committee, 
I challenge any member of the committee, to show me where this 
thing has ever been attempted to any great extent, that it has 
not been in a socialistic community, advocated by labor leaders 
and socialists. 

There are men in the Senate who remember when New Zealand 
was peopled by wild men. Its civilization is but a half century • 
old. A homogeneous company of men of moderate means settled 
in the Pacific islands and started a socialistic community. It 
was not as bloody as Bolshevism, because there was nothing to 
be gained by attempting to rob men when they had nothing, and 
they did not care to rob each other. It was as wild an idea as 
any dream of Carl Marx. 

Every commission that ever was sent to investigate the 
Australasian socialism has declared that the thing was predi
cated upon the idea that a man's labor and the employer's prop
erty alike belonged to the State, and where the State had a right 
to say what the man should do with his property the State has 
a right to say what a man shall do with his body, and that was 
consistent. I do not care whether I am working in a mine or a 
mill or a factory or on a railroad, shall the State say to me, "I 
have the right to your labor whether you propose voluntarily to 
give it to this private concern or not, because the public good de
mands it?" What are you going to say to Mr. Lenin or 1\fr. 
Trotski or Carl Marx when they show you that the happiness of 
the public alike demands that the State take your property 
with my labor? It is worse than the socialism of Carl Marx, 
wilder than the heresies of Lenin and Trotski, because of the 
two my body is more sacred than my property. 

Our Saxon sires, devoutly worshiping their personal independ· 
ence, appreciating the sanctity of their clean, brawny bodies, 
while permitting their Government to take their flocks and 
their lo.nds, refused to endure a blow or any form of personal 
indignity. 

It is a dangerous thing, a dangerous thing to make a com
modity of the body of a free man. 

Another thing: When you adopt this proposition you will go 
to a maximum and minimum wage scale. You can not help it. 
A maximum and a minimum wage scale means an inefficient; 
listless body of political slaves. Why? As long as a laborer is 
permitted to make his own bargains, either collectively or indi· 
vidually, and his wage is inadequate, that is his affair. If the 
railroad does not pay him enough, he can dig coal. If that 
does not pay him enough, he can plow corn. Here in this wide 
domain, with its multitudinous and multifarious industries, the 
doors of opportunity open on every side, and the man who gets 
an insufficient wage has every opportunity to better his condition. 

But when you say to me, "You shall not leave that throttle, 
you shall not leave that coach, you shall continue to lay rails 
or to walk track-when you compel me to stay there-you are 
under a moral obligation to give me an adequate wage; and 
when you fix a maximum and a minimum wage you destroy in· 
dividual initiative. 

I speak not as the sponsor for labor or any other class; it is 
the principle I oppose, and that principle is socialism. If there 
is one thing on earth I fear more than anything else in the way 
of a political heresy and a social menace, it is socialism. None 
of you would fear a widely extended strike if labor was not 
organized. 

I am the known friend of organized labor. Labor, however, 
does not ask the aid of the Government in perfecting an organ
ization. It is not the province of this or any other Government 
to dictate to employees in this regard. . It is the right of the 
laborer to bargain individually or collectively, and no govern
mental agency should attempt to control its choice in that 
matter. · 

Do you know that this bill, as every other compulsory arbi· 
tration p1an ever devised, presupposes the unionization of the 
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employee? The House bill is more candid tllan the Senate bill. 
The Honse bill provides that the boards shall be made up of the 
heads of the various brotherhoods and unions. The Senate bill 
provides that the crafts shall name the boards. The same thing 
in effect. How can .10,000 trainmasters, for instance, or track 
walkers, scattered and unorganized from Hellsgate to the Pacific 
coast, send a representative? 

1\lr. SMITH of South Carolina. From Hellsgate to the Golden 
Gate? 

l\Ir. ST~LEY. Yes. You can not do it. You have to be 
organized. The provision is that the craft shall name these 
men. What will be the result? 

If they look, as the chairman has said, to this board as the 
wise, just, able thing to fix their wage and protect their rights, 
do you not lmow that the advocate of organized labor must say, 
"You have been out of the union beforE; but you can not get to 
this board except through the door of the union," and he would 
organize e\ery one of them. There never has been a compulsory 
arbitration measure enacted in New Zealand or Australia, or 
anywhere else, that it did not presuppose that it was based upon 
the complete unionization of the craft. Not only that, but in 
Australia and in New Zealand the law contained preferential 
clauses in favor of labor unions. 

What has been done here? You have provided that the engi-
• neer can not get to the Government with his troubles, can not 
get to the board with his troubles, except through his craft ; and 
the conductor can not do it. 

There was an amendment offered here that certain ones were 
not organized and for that rea.son could not come in under the 
bill. You compel the men to organize in locals where they meet 
in secret and confer and consult. You say collectively they 
must present their demands, collectively they must ask these 
awards, and then "if they do not suit you. and you collectively 
quit you go to jail." 

1\Ir. CUM:MINS. Mr. President--
The PRESIDING OFFICER (Mr. CURTIS in the chair). Does 

the Senator from Kentucky yield to the Senator from Iowa? 
1\Ir. STANLEY. Certainly. 
1\lr. CUMMINS. Is not the Senator mistaken about that? 
l\Ir. STANLEY. No. 
Mr. CUMMINS. There is nothing in the bill to require col

lective bargaining or to forbid collective bargaining, or to re
quire collective appearance or to forbid it. The individual is 
just as free to come to one of the boards that are organized as 
is the union. 

Of course, we understand perfectly-the Senator need not 
smile-that unions will do most of the work. But the Senator, 
I think, is wrong in saying that we require collective movement 
of any kind. 

:Mr. STANLEY. It is physically impossibl~ for the individual 
to get to the board. You do not say " You shall go this way/' 
but you lea\e certain doors open and the only doors that be 
can go through are the union doors. You say the craft shall 
name the boards and that they shall be selected from nominees 
of the craft. The House bill says the unions shall name them. 
If a man is not in a craft he has no voice in the naming of the 
judge to try his case. 

Let us take the arbitration boards to see whether they are 
not a mockery, a delusion, and a snare. The labor men have 
spewed them out from their mouths because they know they 
amount to nothing. You have a board under the bill called a 
conciliation board. Half of the board is named by the craft. by 
the labo:r union. The other half is named by the railroads, the 
private corporations. 

A.s a rule the Brotherhood of Firemen and Locomotive Engi
neers and the Order of Railway Conductors and the heads of the 
railroads act in harmony. In ninety-nine cases out of one hun
dred they are both against the shipper. Through all the long 
fights I have witnessed during 12 years' service in Congress, 
when we were attempting to clothe the Interstate Commerce 
Commission with a little power to say when a rate was exces
sh .. e-and the Senator from Georgia [Mr. SMITH] will remember 
that long fight-~the railroads themsel\es were no stronger 
against it than were the brotherhoods. 

Any raise in rates is usually supported by the workmen. You 
ha\e a board of wage conciliation. The employer and employee 
each through his representative meet to determine what is an 
adequate wage. The president of the road says: " If this thing 
is agreed to and it becomes a legal rate and we can not get a 
fair return on the movement of the traffic by reason of this in
cr a sed cost, the Interstate Commerce Corrunission will be bound 
to increase our rates because this is a legitimate charge, and if 
the rate is not compens.atory it is confiscatory." 

Here is a charge supported by a mandate of law. What 
would become of that poor, voiceless, forgotten J?;Oat, the public, 

that pays the freight? The proposed board has no power on 
earth except to invite disputes that it can not settle; except 
to start fires that it can not put out. 

What has been the experience of every country with such 
boards? Some claim that they have diminished strikes; all 
admit that they have increased the number of disputes. It is 
easy to get a hearing before such boards. I wish I had time 
to read a description of what occurred in New Zealand, from 
a discussion of this matter by a member of the Parliament ot 
New Zealand. They had the same proposition, a bilateral board 
like the one proposed in this bill to hear disputes, and then if 
they could not agree they . went to the highest authority, the 
governmental board. They said all disputes would be settled 
before they got there; but they found that they all went to the 
higher board, and it was utterly overwhelmed with work. 

Not only that, but you are a thousand times worse off than if 
you did not have any bo::u·d of conciliation at all. Why? Be
cause you have in every court of justice the same method of con
ciliation that this board affords. It is equivalent to an act 
allowing A to employ two attorneys and B to employ two 
attorneys, and then if the attorneys can not agree to leave it 
to the judge. How many times do attorneys ever agree? What 
will be the result? The employees with their attorneys anti 
representatives and the employer with his go before these 
boards. After they have discussed the matter until they have 
become inflamed and angered and set in their opinions, then 
they take the matter before a governmental board. How much 
better to take the matter before the governmental board in the 
beginning. · 

It is said that we should do this thing in order to secure the 
free movement of commerce. Is commerce on the land any more 
essential to national life than is commerce on the sea? Rome 
discovered, Carthage discovered, France discovered a thousand, 
two thousand, yes, three thousand years ago that nothing was 
worse than to stop the course of commerce. So they provided 
a very ce1·tain method of securing its movement. The motive 
power then was a man at the oar. To-day it is tlle man at the 
throttle. They chained the man to the oar so that he could 
not get away. I had fancied that the day of the galley slave 
was over, but this bill should be characterized as the latest and 
most approved method of fastening th~ conductor to his car 
and the engineer to his c.c'l.b. 

I wish to read here a description of how a similar provision 
worked in New Zealand. The industrial commission delegated 
to investigate this subject in New Zealand declared: 

Trade~unionism and collective bargaining a.re not only recognizeu 
but fost~ed as a national policy. This is reflected in provisions 
whereby only associations of either employers or employees may initiate 
proceed?tgs before 8;1'bitration courts, and in the rapid growth of trade
unions m membership. 

The system has not prevented industrial 1lisputes, which have in fact 
increased. • • 

Dr. MacLaurin, of the New Ze..'l.ln.nd Parliament, years after 
the New Zealand bill was enacted, thus described its practical 
workings in that country: 

What I said about the c-ompulsory conciliation act in January, 18!)8, 
has been abundantly emphasized by over two :years o.t local history in 
the operation of that law. The act in que tion is a symbol of per
petual industrial wa.r. • • • This law-

And it was almost identical with the proposed law we arc 
now considering-
geil.(>rates political strife, resentment, suspicion, and repri als subversive 
of the State.. It doe not conciliate. bot it exasperates, sets cla 
agaln.st class, trade against trade. • • • It a.nnlhil.ates all sem
blance of brotherhood and imply encourages a spirit of contentious
ness, leading employers and employed to coerce each other without leav
ing room for individual exhibition of the golden rule.. It tho generates 
tlc~.la~lsb• ~ vindictive spirit.. The act is a. m..enace to the body poli-

It was claimed that this (compulsory arbitration) act would bring 
about industrial pence, that strikes would be at an end, and that capital 
and labor would work together in harmony and wlth .. a certainty that 
there would be no disturbance. • • • Well might the employers 
say, a.s they did lately at Christ Church. that they intend to end the 
matter one way or another. Continued pin pricks become unendurable 
in time, and a sword thrust even might be welcomed 1! it ended an 
ever-existing trouble ; and, bad as strikes are for everyone, it is ques
tionable whether it would not be better to have a question fought out 
to the death than a state of things continually pressing, which tends 
to keep those who are interested in it in n state of unrest an.d irri
tation. • • • 

The feeling is growing that even an occasional strike would be pref er
able to everlasting disputes, and there is undoubtedly less good f eling 
now between employers and employed than existed before the act. 

On July 12, 1907, 1\Ir. Loughnan, another member of Parlia
ment, discussing the operation of these board , said: 

The w2.ges board are, 1 understand-although the details have not 
been given to us-to be composed of experts in each particular trade-

Like this bill which is now before us-
and they will talk oyer matter!:~ in a friendly way a.nd try to come to 
an under tanding. 

i 
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That is an the board under this bill can do-
This was the intention of the framers of the original conciliation and 

arbitr< non net, but for some Teason the conciliation boards did not 
conciliate.. The arbitration coul't was intended only to be the "bogey 
man "-the compelling authority of last resort; but after the failure of 
conciliation . o many united in rushing to take their grievances to the 
court that the machinery of the coll1.'t was checked a.nd the court was 
unable to get on with its business. The result was an enormous ac
cumulation of business, and the act-I will not say that it became a 
dead letter, but its work became II!Ds± unsatisfactory. 

Mr. KING. 1\Ir. President--
The PRESIDING OFFICER. Does the Senator from Ken

tucky yield to the Senator from Utah? 
Mr. STANLEY. Certainly. 
1\Ir. KING. I have not heard all of the Senator's observa

tions, as I lla ve been called from the Chamber several times; 
but, as I gather his position, it is this: That notwithstanding 
the progress we have made in civilization from the days of Rome 
and Carthage we can not devise any means to prevent strikes, 
any means of adjusting strikes, any means that will deal justly 
!>etween capital and labor when controversies arise -QVer wages, 
wage scales, and conditions of ~mployment, but that the present 
method of war, of striking, must be continued. 

Mr. STANLEY. No; I do not say that. 
1\Ir. KING. Does the Senator suggest any other method of 

dealing with this problem-and it is a sel"ious one--than that 
which is offered in the bill? 

Mr. STAJ\"'LEY. Yes; a very simple one; simple but effective. 
It is the obvious that frequently escapes us. In this country 
men seek that employment which is most remunerative; a good 
job will draw a good man. If the coal operators are making 
large profits and the men who are with themJ or any number 
o:f them quit, they will offer more wages and get others ; that 
is the whole of it. Here, in a free country, where each man is 
looking out for the most remunerative employment, pass and 
enforce laws which will punish infractions of personal liberty, 
that will punish assaults upon men or the destruction of prop
erty. When such acts are committed by individuals the law 
already covers them; and I tell you that whei~e a body of men, 
union men or others, I care not what, organize to do an unlaw
fnl thing they are guilty of con~cy, because, as is familiar to 
all lawyers in the Senate, any combination by unlawful means 
to do a lawful thing or any combination to do an unlawful 
thing by lawful means is a conspiracy. 

If you wonl<1 prevent the lawless interference with the 
movement of commerce, enact legi:slati:on that wherever ru1 em
ployee of a railroad engaged in interstate commerce is as
saulted-and, as I haYe said, if it is done by an individual the 
law as it is now written against assault and mere breach of the 
peace will be effective-but where he is assaulted pursuant to 
a conspiracy make it a felony, if you like, anu then enforce 
the law. Then you will have the common sense and conscience 
of ma.nkind behind you; you will have a law you can enforce. 

1\fr. KING. l\lr. President--
The PRESIDING OFFICER. Does the Senator from Ken

tucky yield further to the Senator from Utah? 
1\Ir. STAJ\'LEY. Certainly. 
1\Ir. KING. Tl1en, .as I understand the Senator's _position. he 

lli:inks that nothing can be done to _pt·event strikes other than, 
if 1aws are not sufficiently drastic enough now, to enact other 
laws to punish assaults and batteries and overt acts, and that 
we may not create tribunals and compel the employer and the 
employee to resort to those tribunals for the purpose ~f deter
mining their controversies? 

Mr. STAJ\'LEY. No; I clo not say that. I am arguing 
against the fatal defects of this bill; I am not saying that you 
can. not stop strikes. I am not :advocating strikes; I am not 
defending them; but I am saying that this bill is a socialistic_ 
nostrum ; that ls all. 

To digress a little further, there is-and I will come to it 
later on-.a very interesting report of what I think was called 
the Whaley Commission, named by the British Government to 
im-estigate this question. They made a very elaborate report 
on it within the last year, to which I will refer further on. 
They do not think anything will put an end to strikes, but 
found that shop committees would probably be very effective in 
tending to decrease strikes. Where only a few men are em
ployed in an industry there is possibly no danger from a strike, 
if one occurs, because no especial injury to the community fol
lows. Danger only arises in the case of enormous concerns 
like steel companies, employing ten thousand men or a hundred 
t11ousancl men, and in vast mining and transportation enter
prises. Even in those instances, however, the head of the con
cern is usually in close touch with the heads of the organization. 
I think it might be highly advisable and I am inclined to favor 
a 1a w providing ior shop committees and providing that various 
industries might name boards of arbitration, selected by the 

heads of departments and by the employees, anu pending their 
determination of the matter it is higbly improbable the industry 
would be menaced by a strike. 

The strongest factor that broke the recent great railroad 
strike in Great Britain was public sentiment. The laboring 
people are just as eager to get public opinion on their side as is 
the owner of the p1ant. As De Tocqueville said in his wonder
ful review of democracy in America, public sentiment is the 
monarch here; it is mare powerful tnan the President; it is 
stronger than the ..Army. When public sentiment speaks in this 
country, men heed it, as he well said, more quicldy than the 
French heeded the edicts of the Grand Monar-ch, Louis XIV. 
You can utilize pnbJic sentiment. The Canaoian law does that. 
It provides first for boards of oonciliation and ·arbitration, to 
which both sides present their ease. Then that report is sent 
to the leading labor journal, it is sent to an the daily papers 
in the Dominion, and a copy is sent to each of the contending 
parties. If either party accedes to the cdemand, then. that is 
published .and sent to the other party, and if he is in the wrong 
the whole force of public opinion is bent against him. Then, 
if he agrees to abide by that decision, that arbitration has the 
force and effect o:f a decree of a court and can be enforced. 

'Vhut is arbitration, anyway? 1 do not mean to say that I 
am against every form ot arbitration for the settlement of 
strikes, because 1 .am against this impossible thing. Why, if the 
Senator from Utah please, this is c.:'llled " oompnlsor.y arbitra
tion." There is no such thing. Yo.u might as well talk to me 
about a square circle or a straight crookedn€SS. If it is com
pulsory, it is not arbitration, of course. Arbitration is the set
tlement of a dispute by persons named by the disputants. There 
are three ways, and only three, of settling differences between 
men. One is by force of arms; .another is by decree of court · 
the other is by arbitration. Now, a legitimate .arbitration, ~ 
yalid arbitration, an arbitration that is not bogus and a sham, 
l.S based upon the consent of the parties. I name one arbitrator, 
and you name another, a.nd they name a third. We have .a 
voice in it. This does not do that. This board is impotent. 
If it does not agree, the matter goes de novo before another 
board, one se1ected by neither, authorized by neith~r, but whose 
decrees have the effect of law. 

Mr. KING. 1\.lx. President, will the Senator yield? 
The PRESIDING OFFICER. Does the Senator from Ken

tucky further yield to the Senator from Utah? 
Mr. STANLEY. Certainly. 
Mr. KING. In view o:f the conceded irrep.a.Table injury 

th~t comes t~ the public from these great strikes, particularly 
stnkes that mvolve .our transportation system, does not the 
Senator think there ought to be some method devised in this 
Christian age and in this Christian Nation to J)revent strikes? 
Does the Senator think that the wisdom and the ingenuity of 
legislators, and of laboring men, and of the heads of our indus
tries are utterly .futile to evolve .some plan that will prevent 
strikes, .and that we must go on ln the same old way that we 
are going now, with strikes in every State--and I think there 
is scarce1y a State in the Union to-day where there is no 
strike-with .all of the consequent harm and sorrow and injury 
and, indeed, .oeath? 

I do not know that this bill is a specific, that it will relieve 
against-! was about to say the intolerable situation which 
now exists; but it does seem to me that if this bill does not 
reach the situation we ought to try to devise some metllou by 
which we can prevent strikes. I would be the last man in the 
world to prevent a laboring man from se~nring his rights. .r 
know the wrongs to which the laboring men .bave been subjected 
in the past" and perhaps in the present, in tbis country. I know 
tha_t great corporations have been builded up by unjust Hll:
actions 1\Tllllg .from labor and from the consuming, toiling 
masses, and I know that they have secured high tati.ffs in order 
to boost prices here~ .and have brought pauper labot· from abroad 
for the purpose of forcing down the _price of labor in our land. 
Those things are intolerable, and they ought not to be permitted 
~o e~t, and I hope they never will be permitted to exist ag-ain 
m this land; and yet there ought to be £Orne plan devised by 
which the public shall not suff(h- because of contro\ersies be
tween the employer and the employee, particularly where the in
dustry is one affecting the public. 

The controversy is not alone between the employer .anu the 
employee. 1\Iost of these wage controversies affect the .Public. 
The public have some voice; tl1ey have a r.ight to be .heard in 
these controversies, because they -affect the lives and the welfare 
of the public. You are interested; I nm interested ; the w-age 
earners themselves in New York and in Chicago are interested 
if there is a coal strike, or if tl1e transportation systems of the 
country are tied up so that starvation will come -to them~ 
and it does seem to me that there ought to be some plan devised 
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that will not infringe personal liberty, by which, in the future, 
these great strikes may be averted. 

The Senator has just said, or at least I understood him to say, 
that the question of wage would solve the problem. I do not 
quite agree with him. 

1\lr. STANLEY. No; I do not say that. 
Mr. KING. The Senator made an observation something like 

this when I asked him-- · 
l\1r. STANLEY. I hope the Senator will differentiate sharply 

at this point between those things which I might suggest as 
alleviating and those things which would prevent. There are 
certain evils which we can possibly prevent, like the invasion of 
the country. There are other evils, like intemperance or homi
cide or lawlessness, that you ne\er can entirely stop. It 
seems-and I say it reverently-that God Himself has not so 
·written His laws that they are all obeyed. I doubt if it is 
humanly possible to make every man continue in his employ
ment, wherever it is, at the arbitrary mandate of the Govern
ment; but you can alleviate the situation. 

Mr. KING. Mr. President, I do not want to suggest or even 
intimate that I would compel any man to assume any position 
that might be regarded as involuntary servitude. That would 
be intolerable in a Republic such as ours. The Senator, though, 
if he will pardon me just a moment, indicated, as I understood 
him, that this question would be solved or alleviated by the 
question of wages. I do not think that meets the situation. 
For instance, as the Senator from New Mexico stated a moment 
ago, take the question of coal mining, or the question of railroad 
transportation. 

lUr. STAJ.~LEY. The Senator misapprehended me. All I 
meant to say was that in a community where there are so many 
different opportunities, where wages vary so much in dU'ferent 
professions and callings-for instance, at one time large amounts 
were paid to day laborers in the wheat fields in the West and at 
another time in the lumber camps-there is such a wide oppor
tunity for a man to find employment, and each seeks the best 
employment, that any raise in compensation instantly attracts 
thousands of men who otherwise would pursue some other vo
cation ; and that is, perhaps, the best strike breaker, after all
the fellow who comes peaceably and takes the work that the 
other fellow quits. 

Mr. KING. The Senator understands that that could not be 
done in all case , as I was about to observe. 

1\Ir. STANLEY. No. 
l\1r. KING. Take the engineers, the brakemen, those who 

ha-\e been engaged in the transportation business. You could 
not go out among the mass of the people and recruit men, if 
there were a general tie-up of our railroads, to take charge of 
the trains and to operate them. 

l\1r. STANLEY. And yet, if the Senator will pardon me 
right there, that is exactly what they diu in Great Britain. 
ThE-y got men to operate those locomotive . 

l\1r. KING. 'Veil, they got a few, but they did not ha\e a 
general resumption of business; and they had to call into 
requisition the motor cars and the busses, and so forth, for the 
purpose of transporting; and indeed the transportation then 
was very insufficient and defective, and it is a question, if the 
strike had not soon terminated, whether there would not have 
been the greatest sorrow and suffering. Yet, after all, you 
can not compare the little island of Great Britain, with its 
congested population and good roads, where after breakfast you 
can walk across the island, as the Yankee said, with the United 
States, with its _great distances and its \ast continent. You 
could not in a day, or in a week, or in a month, bring to coal 
mining, or bring to the operation of the railroads, in the case 
of a universal strike, a sufficient personnel for a resumption 
so that people would not suffer; so that the question of wages, 
no matter what you might pay, would not reach the difficulty. 
You might pay the engineers $1,000 a week, and if there were 
a general strike you could not resume bu ·iness and save dis
tress and sorrow throughout our country. 

So the wage question is not the solvent for this eYil. There 
must be some other way of meeting it. It does not meet the 
situation and provide an adequate remedy for this very un
fortunate conditon that prevails in our country, where we have 
these persistent strikes. 

I am very glad to hear the discussion, and I am not sure 
that this bill reaches it; but I am very anxious to have the 
Senator point out, if he can, some method by which, if possi
ble, we can avert these strikes. If it is impossible, then we 
will have to go along in the old way, doing the best we can. 

l\1r. STANLEY. I hope the Senator will differentiate right 
here. He takes me on a wide field that is very interesting. In 
the first place, I admit that we have a sick body politic. In
dm:trial dislocations, as they ar~ called, have paralyzed indus-

try at times and imperiled the comfort and safety of the 
community ; but it will not do to say to the doctor who objects 
to a certain remedy for a sick patient, "You object to curing the 
patient." It does not follow because I do not subscribe to this 
remedy either that I am in fa\or of strikes or that I believe 
that they are uncontrollable. I think there are many, many 
simple means of reaching these conditions. 

Has the Senator from Utah ever thought of the proposition 
that a few years ago strikes were almost unknown in the com
merce on the Great Lakes? No such thing was ever heard of as . 
a general strike there. Now they are common. Then the 
commerce upon the Great Lakes was carried on by men who 
owned their own ships. The owner of the vessel started out as 
a boy before the mast or a cabin boy, and grew up with men 
of his own race, hardy Americans, who spoke his own language, 
called each other by name, and stood by one another in hours of 
peril. Wrecks were almost unknown. By and by a single cor
poration took control of that vast shipping, until to-day it is 
greater in tonnage than all the tonnage in New York Harbor 
and the combined tonnage of all our navigable streams. Men 
were put upon these vast steamers and these ore boats who spoke 
a jargon of every tongue on earth. Their employer was in Chi
cago or in Pittsburgh. They were known by their numbers. 
You had all kinds of sh·ikes. Strikes are due in great measure 
to the distance between employer and employee and the lack 
of touch and the lack of understanding. Nothing reconciles 
man to man so much as personal contact. Legislation that will 
prevent combinations in restraint of trade, legislation that will 
allow smaller and more active and more efficient industries to 
live against combinations. A rigiu enforcement of the Shennan 
Antitrust Act will do more than such bills as this, a thousand 
times more, to prevent this very thing. I am firmly convinced 
that the enforcement of the law against the things that produce 
strikes and then a rigid enforcement of the law against the 
lawless acts of strikers will prevent not so much the contempo
raneous quitting as the evils often incident to it. 

It is in the violence, in the intimidation, in the lawlessness, in 
the turmoil-these things are all wrong. In this very extensive 
term we have included these things, and also the personal lib
erty of the individual. In attempting to prevent things that are 
altogether wrong we are trying to prevent other things that no 
self-respecting free man can afford to give up. I believe we can 
nmeliorate this condition. I believe that in a free counh·y like 
this there is no business in the world that can not be operated. 
if the law is strong enough to protect the man who is operating 
the business from acts of lawlessness and violence and intimi
dation. 

Mr. JONES of New Mexico. 1\fr. President--
The PRESIDING OFFICER. Does the Senator from Ken· 

tucky yield to the Senator from New I\Iexico? 
1\I.r. STANLEY. Certainly. 
1\Ir. JONES of New M.exico. This bill, of course, is one of the 

most important bills that we can pos ibly ha\e before us for 
consideration. · 

1\Ir. STANLEY. If the Senator will pardon me right there, I 
concur with him to the extent of believing that this is the most 
vital legislation, the most perilous legislation, means more of 
good or evil to the commercial interests of this country, than any 
legislation we have before us. 

1\fr. JONES of New Mexico. We are all interested and anx
ious to bring about the right solution, and I should like to get the 
Senator's views regarding another method for handling thiR 
strike proposition. 

In my State, more in former years than at present, the sheep 
industry was handled by running sheep in bands of two or three 
thousand out upon the public domain, at all times under the care 

,of a herder. By legislation it was made a criminal offense for 
a herder to abandon his flock. 

lUr. STANLEY. At what point, Senator? Excuse me for in
terrupting, but I think the Senator has presented a haru nut to 
crack. I want to get exactly what the law J...-:.·evented, in order 
that I may be able to answer the question. Did the law compel 
the man to stay for any indefinite time, or prevent his leaving 
that herd before certain notice of an intention to quit, anu cer
tain opportunity afforded to employ somebody else in his place? 

1\lr. JONES of New 1\Iexico. I can not at this time recall the 
specific language of the statute,· but the substance of it was the 
law against abandonment. I assume that if the herder were to 
give notice to his employer that he must leave the employ, and 
therefore the care of the flock, it would not be an infraction of 
the law. 

Mr. STANLEY. I am not sure, but I am under the impres
sion that at this time a man can not abandon an engine 100 
miles from its destination or from its roundhouse. I believe 
that if an engineer now, like the herder, would start with 500 

I 
I 
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png ngti£S, and when they were: out in tire middle of the" pln.ins" It- is- not: necessary- tD examine the' preeei!ents. A. look. inoo 
reave tliem.. there in: the snuw, aba:n.dnn. Ills: engi.rre, a.m:r. :r.eurse i:l:re_ working o:t the- thing_ w..ilt con'Virr.ea. anw; cacetull anaJtvst of 
fu -go :faut.Ile1·, lie- <!Ould- he- puniShed. Aru engineer· now is mor:- its' inevitabfu resnlt Hm:e:. are> the :representatLv.es of tlla 
ail~ COIIIlll:lll~d; if nutr by direct mandate-of' the ln:w., to') bnin-g· his c:rmft. and the rnpr:es.en:ta:tives ~ the: employ>ell' endea. voning txJ 
engine in and1 turn it. oTer to. the hostler befm::e q;uitting J.lis reach. a satisfald:DJ:Y' 'v:rgffi_ .Ai.Silong as t.l.le' tit:rtlic will, lYeav itl, 
employment. That i's tlie thing tba.t yoiDJ law aimed at. Witli whetlieJ:· it ha& omm runnn:g: ra:ifuoa:ds or: im pr.im:lta industrial 
t.hasa sheep away out there without a. shenherd, ifi they ptlS.Sed a instituti:CfllB, tlie~ oosutt has-bemr to r.ai:Be the wage.. I 1I dues DDt 
law it w·Quicr: be, petie.ctly prope:c to say. to tfurt_ man a& a. c<lfu m-at.ttn wli.ether mem are mining c_oat.or· s~inning cottoru. oo: op-er• 
uili.Dn o.L hiS- empf~ent, " When yon take this employment ating;: II nailmad; as a: rule> ~ a:r.m always; willing to: stan-d: a 
:rou. taRe rt subject to, the condition that you sliall nat abandon mrise im wages-~ . pJ;ovided that :raise- shall:. apply to aLit wJ:ro· :we 
your flhck." It. is just 1.Ilm an engineer, if. be goes out an the en~o-w.. in. the indUBtry hD the- mmntn:y; andl let the ultimu.11Q 
monntaina witlL 200 ]]asaan.gel::S m: 10,000 tons: of freight; he consumer absor.b, ib.. 
must cnr.rcy tlurt f.rergJJ.t fu. Tile same prilrciple of ltrw applies In. additiom to that,. as.. I. <mlled. tJ>, the. attention of tire &mate 
as- witli seamen. it senman cn.n__ not Dlo..""M- ltia-shiR- save inc :1.. yesterday,_ tliil:£ is; <mm:puisDry· m:bitratiou: ']]he maw is, aomr 
safe harhor. That is an. old: DrinciDie of law, and: I. am he-artily manded· tru work; not. becatlB_e- the .. conditions- a~~e:- suitable· OI' the 
ih favo:r of' it's enforcement whereve1: it ap:pl.ies. compen.satiore sn:ti.Bfirct<my; bur. b·emmse the• law. aammands- i~ 

Mr . .r.<:>NES of New. 1\tex±c._o. The Senator. has a.nti.cipated and ~.eannnb itD:fairness;comp:el. ruman. to .wo:ckn~ithoub a:fibrd:. 
precisely tlle a:vl).lkatron which- I _ intenill:!<I. to Illake;---in na1:t. ing hiiD! a . eampensatm;y- wa:ge.. Far that. raas<Jll! w minimum 
Let us extend that application a rrttre further.. We an know wage:: lias all:eu:d5f a-cCOIIIp1Illied a aompulsory- al!tlitrame:nt- off me 
that a universal strike will affect materially the generaf pub- ques:tiom. 
lie weffill.'e. r understnn<F tlie Senator· to be agree-able to the In a__ r_e.pont: IIlll:lfu; by: thll~ bomrd' of wages andl wolllting <ron® 
ide8.' tli.at you- might pravent a m:m quitting- his work wliere tions under aonridiatliorr. and. W!biti:ation. auts; of Australia and 
tliat wount endangel.' nropel'ty; New· ze-aland\. lm:. ..A:Y.es_ tOJ the Right- Efurr~ lit Jl Glll:dstone, in 

m. ST'~EY. <!Jr· life. 1.90~ a::fite£.· a tbmmugh remew of· this-. system. in. nuth. eonntrie-s 
Mr: J'ONES: of New Memo 0r life; and give tcr the em-:.. . say.s>: 

ployer reasonable· opportunity to get a-nother emnToyee. 'l'li-e- B\rt tHe rea11 comlitibng. ofi ihdustry ure ve~ far- from being det:ev
public is interested in the conduct of this transportation bu:sf,.. mineilisimgi;y by tll.e ~ wa-ges1 tbatt11a.va beemlllti.C:C: and!i.t:laid' lllu'!e I· thinlt 
n:ess... IDoe-s- the. 8ena.t~l' Belleve- tliat a· law could fie enacted tha. attendant condi.tiODB:t when. cougledJ w.i.th. tlln: i.nal:aasing inetficio.na~ 
...-nlH-~1· wo~•1rT• ~~~1-e l''f- a nena11 gffr~se. for the emnJ.o-uees to Iacfrof interest-in worR-,~:rnd'tra:de-unib-n .itlterven.tion, w;onld ' U~ found to 
n:.aLw.u ·w.u. ll.li.lA ·"- J.! ...._ <Ut- ~ -.1 be• 3.1 greaten oanse o~· aiscontant a'lliP dla5atiltfu:c:rtion amo-ng- em-plbyees 
s-t:J.ril.m Em.: mn-ss - until' th& public: on the company: lrmi! azr op_por;:.- than; the nom:inair wage: :trxod~ 
tunity to put some one in their places and carry on the opera- Anotne1· distihguislied a:utllOl'' has- said·: 
tion of the road? L" am quitw sure Niat tfur arbitration• s:ys--tenr lh'Is ' resulted iJr: the ross 

1\lJ.l. S'l'ANLEY.. Right at. than IJBintr L thlnk it is. a \-Bey,. veTy of.. indmrtriall e1Ililierrcy; far greater tfurn• ev..e:n :nesull;ed. fL"QID strrlkes .. 
pertment suggestion. that: the Senator ba-s- llllrde. I think these.c A tn.or.ougm and· e~fi:austiv-e- report on tli.e-- worlting' of· eomplflj. 
common curriers are quasi public-serviC.e_ c.oxnoxatiDns; in f:ru:±; sory and conciliatory and arbitration laws was- mmfe- till tlr 
th8y; are public-service. eo:ruorationB; SGt fltr as., their acti-on· is roy ail a--ommiaSion1 a eomm&mibn that viSited' afil the. conntl!ies: in 
eonc&ned, and. n am viviilly «onsctuus. on the· f.actt tliat- tlia wb.idi• these: Boards weres in one:ratwn; arrdl nrmie anytltin_g but. 
empio~e-e· of' a ra.ili::on.<I: ia very clbse allih ttr a. publle: serv:mtt· an un:filvurable:- report: ] -eafll tlie_ atfunti.On: Qfi tfie· sen~: how
that iB1 t~ !Jla ma.n who: i1J in tile eml?foy of.~ - GoV&.lliDBnii <m ever, to this pel'tinent paragmpii, the tllirrO'> tl1at s~ txr have 
of ro nmn:ici.paL ao;cuorn.tion ;· that he· m a:. w3;31· rs. a p:uotecto'! G~ beell'ovel'Ioolfedllly·tn.ase•who ail,e:·s:tmliYih-g,silnpl:i its- e:tlEet ntlon 
soci'et~ as w~ll' as a.. mm:e: pnoili:rcer- or an. e_ss.entia£ ~odl:tYI;: : the emyl{Jyel1· andl the e-mpitJyee- and! overlooking tll--e> right& and 
andr r woul<:t go. as. far as- I can gn, prese.rvm~ always. rnviolam . ihterest efi tlie gen<~ro!l public: 
w m::w' right t<Jl work ol! to lea~V& w-m~It whertevel' tll-at action: ' They said: 
dB-es not i:imne.dlatery enta:i1 sonm injury.. Tlie e:ft'e-ct·of'tl1e- w.orltin:g'of:the act-

lUll. HAllRISON: 1\!n. Pnesident, wiil_ the Senator yield 7' !' A~ _,:o-. tll o- ·a1· 111.. .. . . lt :rui ~T. _,_ ;c.- 4-1,~ til' cr 
Mr. .. SfJfA.NBJD.Y~ A:s, soon• a:s- ll answer this question F wil . ~ ~r as e gen.~ . pu 1!: IS COllQ~e • a Wla'"'-.J.P t.Ut:<. ung 

be· giad ta; :yielll!. . m.. w~- we a~e prlll.CJ.p~ rnte~ lier.e-
r fielieve_. th.e• Go--v.ern.me.nt JJ.aa- a night 00 sa u to• emnlosel' am1 I fias.B~ unc:foulite<llY to m~e the_ pwlic_ to_ llaJ" generally mur.e. for the 

- _ " ' ~ ,,. , products ot' rrn mdustTy- whi-cH- lias: been- regn~d' by a boa-rd or- the 
eUIJ}loy.ee, '"Y,ou shafll make-- m ee:ntaih kind of' eontiJ.laci. :C court, when the tariff is high enough or other conditions occun to1prev-.ent 
beiiave. thEy- woultl has~ a. tight t<>~ req¢_re and tlnrt- tn.e em:.. f.ru:eign comneti~n. L have alraa.d~- nointed .out_ that., in. tlle. boAt tmde, 

N~T. nTA . -cr - +hn1. ' lo t: -r~~ tlie- comlltitms ltnp-osed' m::e suc-li' tfi:at outc;nde prodw::ers are- al>Th t.Q 
]}TO~ tliem=:~ C.Ot.LLU.C ugroo:~ Llllll.. n~ em_;t E'~,. ~.Qel) J.N)._"_ Teap the·tariffr fenoe; a:ndl a•Mronfier.o1!tl1a•HbUIJo:-ot'R.apres:entativeHsaitl 
sickness or some Deasorr li1fe-o tltat; shDum: qmt llis mnploymerrt oo- xrur.. ·• Ir' til~ nnesentl du:tiasi a:ra· <Io-n awaw wiitb· tll.a_ ac.t. ~ as mrll 
witnout su:ffi..c:ilm:t nn1:i.ce;·- and' r b.eifuve ff it were made pun- be rel_!ealed. as faJ: as !2-i_sing wages in the mmmfac.turing indu~ies i& 
• - , ...--i1-~A • 4o. 'd.i h cr . ~4-1, t oti , • c-on-cerned"." The- coal'mme owners agreed upon: an advance- ih pri£e 1BhaBle-for_ a. ri:I.U-1-:u.u.w t.'O • SC: a:r.ge ru mtllli "\y-.u..uOU n ce or.. a. wlien.. tne oo-st ofJ h-ewibg~ was- raised :md. the:-flour millem aatedl similarly: 
man to quit- a railttoud wit'liout notiee· that ".¥0uldl d:O' mucfi, Buildin~ halF heoome:- mo.m· expensi~~;. an:d< im UiiR trnda- tfi-e- c.antmc:to.ns: 
to stop sh~ikes.. I helie:re we_ cuuJ.:d. do it witlnmt any· uersonu11 at :lfr;st. made veq ~ttre oppositiDn. to! the claif:ns far, a.dvan-eec in w.ages; 
•·. ·- li-.-. ·+:u- :1' th 1 , se-cure as- tll.e-y cons.1derecfl the:ms:elves- m the alullq to- p-ass on tlle e:\-n:a. mv.as10n o:fl the- uei'-'..1; Ol;t • e · emp o~e-e.. . . cost o-t con_s.tTuctian to thus& wh-o r~d• tl:re.W serviow, Now, how~ 

Mr.. J'QNE~ cJf New Me-XICO. I• wa.s. asking ttle q_uestioo f.on· ever-
tha purpose. of bringirrg ta tl1e attention- of tJie Senato1:. legis:·- And this · s-hould' give us· pa:uae- at this- time:--
lation whicli, I understan<4 exis-ts in the DQIIlinfon. of Canad"a, t'tley are of oninibll' tliat the' tc:m!'fenoy· of llie m-var-ds· i. lik~Jy to narrow
wner.e- it- is pro-vfded thut the employees sJrali, not strike· unti tile-> IK!opa ot their Dusines , and they-~ :ue- molting e!ti:n:ts to: opp<l.SI! 
a given: tim_e- after. the in.Ye.stigaiiou. of- tlre. trouble. more: etrectuall;y, tlle demands of the man. Cost or li \'ling, pru:ticulai'ly. 

lif"r. STANLEY. Qu vending the inwe&tlign:tion, I hav.e- a, 1 rent, is becoming dearer, I was informed. 
copy of the act. ; ~he- ine-vituble L~lt of allowing. the emnlo;yer an.d. llie em-

lli. JONES of New Mexico. I: slion:Illi lUre m linow of tlle· p-loyee t.-o- agr_ee- on. t:he · wage;. and: tlren Xll_thor.izing' tlle etoTern~o 
Senator if some such provrsion as tha-t. would: tie· a wJiolesome-, I ment to give_ that agreement- the fbl'ce and1 effect of law, tlie' 
provision? _ n:u.tllli! unconsifi.el:ed: and' unnep_~;esented, is- to 3Xbitnru.~ :cai~ 

m·. STANI.ill}Y.. 1: am. ratller illclill.e:!l. to favor.. some JJI·uvi:- wages. .A:u:stnafu ami· Nmv. Ze-aland• a:hmrdbnetll ev.trr~ · sembl:mcc-
sions in it. The;\t might do mucfi to ameliorate couditions. of free trade; do 'ed1 theft yorts wllen· tl1ex went to· tlifu Der-

[.A.t this noint l\1r. Sl'A.l\LEY yie.IdeU. the fioo:r far tlle_ day.JI nicious- :golicy, and kited: wages so high that. tliey were qnl~ 
l stop_ped when. the- eost:ot: living became acrute; . -

Tuesdury, Dcxmnber 16,. 191.9: .Are we·:grenared' at thiS' tiine to adopt a. yoliei" whose- friend 
Mr. STAL~Y. Mr. President, at the. conclusll>n. of my admit resuns- in iil_efficiency among. the la!JoreL'S and increased: 

remarks on yesterday I called_ the attentiOn of tlle. Senate to· aost. o:fr the pmdrul1rof labol!?: 
the inevitable inefficiency inv:rriably resulting from the multi= lb. my opinion~ tfle fear llia--t haunts tii.e mincls of l\Iem!Jers o:ff 
tmllno-us experiments witli any system of. Government. contraL the Senate and' of members_ of tlie committee. anct has, induced! 
of labor through the means of alleged compulsory arfiitration. them to adopt this dangerous expedient, tne fear that there_ willl 

These arbitration boards, wlietheJ: in .Australia, or in New Be a universal disioeation._ of tranaportatio~ business in the 
Zealan<l, o.r where not, all operate upon the same general p:rin- United States, :r universal paralysi$" of ' the whole mo-vement of 
_ciple ;. th-ut is, a !Joru:.:d of" c-onciliation' or arbitTation isc selected: commerce• ftom. ocean to ocean, i& nu;warranted; It1 never 
comno ed' of re:uresenta--tives from both sides. l'n. this bill. it is. occurred before and "e hnxe no reason to appJ:tehend that it win 
called tfie board: of wages- and working conditiollih The fincT-- occut· in the~ futme. 
ings oft tills board go' to some real t-ribunal. nameds by the- Govern· , A. strill:e, eapeciuHj<' among, the employees of common· carriers, 
men:t, wfiose determihation has the force and effect of law. a:moug:en-gj:neers- and!fi:temen and c.on<fuctol's, iS. a de~:nier resGLt, 
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to which they never come except after long negotiations and a 
failure to reach any kind of agreement. These strikes, these 
disagreements, are the result of the failure of the employees 
to concur or to agree in some arrangement with their employer. 
Is it possible that when you have turned the roads back to not 
less than 20 nor more than 35 separate and distinct corporations, 
that each one and all of the corporations will have the same 
trouble at the same time? If they are local, if the walkout 
occurs upon one road and not upon the other, then you are not 
face to face with the evil and need no new legislation to handle 
it, and there is no reason to apprehend that it will be universal 
in the future any more than it has been in the past. 

Now, let us suppose the thing should occur. Let us suppose 
that 2,000,000 men should at the same time and . by common 
agreement all quit their work at the stroke of the clock. Re
member the bill, as the chairman of the committee has said, is 
not like the injunction at Indianapolis. It is not directed against 
a half a dozen labor leaders. It applies to all, says the chair
man~ and that is true. It is a fundmental principle of the law 
o.f conspirac--y that where a number of men agree to do an 
illegal thing it does not matter about the extent to which each 
participates in the enterprise, they are all equally guilty. 

If 100 men agree to commit a robbery and 95 out of the 1(}0 
act as mere pickets, all are guilty. The same applies here. If 
they all agree to walk out you have 2,000,000 men who have 

. violated ·an act of Congress. What are you going to do with 
them--put them all in jail? In 1910 the prisons of the United 
States accommodated a little over 111,000 men. You would 
have to put 20 men in each cell, if you hall deputy marshals 
enough and soldiers enough and civil officers enough to app-re
hend and incarcerate 2,000,000 men. When you did, when the 
last railroader was in prison, who would run your railroads? 
If you could go and find new men to run the roads after im
prisoning these men, ''ould it not be easier to find them before 
you imprison them? 

You know and I know and the employees upon the railroads 
know that the law can not in the nature of things be enforced. 
The only reason for passing it is the frail hope that it will never 
have to be executed; that it will never be violated. 

The laws of the Supreme Judge, from whose decrees there is 
no appeal and from whose punishment and vengeance there is no 
escape, are violated. The children of Israel violated them 
before the thunders of His wrath had ceased to reveberate about 
Sinai's flaming top. No law has ever been written yet by God 
or man that has not been ·violated, and yet we are told that while 
we know this act is impotent, while we know it can not be 
-enforced, we believe the moral effect, the sanction of it, will be 
such that the men will obey it, although they have told you that 
they will not. 

The act not only never prevented a strike and never will, but 
the history of it in every country that has ever tried it shows 
that it is the most provocative thing of strikes and dislocations 
and revolts among labor that has ever been conceived by the 
wit of man. I know of nothing more interesting than the 
funeral orations which were delivered over the act in the New 
Zealand Parliament after 10 years of trial and the admission 
of utter failure, (If failure so ludicrou::; nn<l pathetic as to 
amotmt to a legislative and judicial fiasco and a farce. 

In discussing the failure of an act which the chairman of the 
committee says in all respect is like this, that in every essential 
resembles it, this act is a twin of the dead New Zealand experi
ence. Said Mr. Rigg, a member of the Australian Parliament, 
on July 1, 1908 : 

I have sairl it was a mistake to suppose that strikes could be prevented 
by coercive legislation- yet this is what we attempted {p. 48). Now, 
sir I have already said that we committed a great error when we made 
th~t change. What has been the result? We have found that we have 
put a law on the statute book that we have been unable to enforce, and 
no one seems capable of suggesting nny effective and proper means of 
enforcing it. Let me remind the honorable gentlemen that threats of 
imprisonment were used to compel the payment of fines under the act; 
that. in fact, writs of attachment were issue<l against strikers which 
entailed imprisonment if they had not been respected. Again, we know 
that where there is an extensive strike, and especially where the strikers 
are n si ted and mutually supported by other unions, it is impossible to 
enforce the law by imprisonment-quite impossible. Without consider
jug the ob>ious difficulty of accommodating as prisoners a very large 
number of our fellow citizens, to enforce it would be to deprive em
ployers during the term of imprisonment of the very labor they can not 
do without and thus to prolong all the evils that arise from the strike 
itself. 

Th is bring me to the nert method of enforcing the law, which is by 
fine, and I ask, Is it possible to recover the fine? I say no. 

This man is speakin~ from 10 years' experience with the opera
tion of the act under hls own eyes. 

We have had recently, first, a union distributing its funds in order 
that they might not be attached, and then we have had the case where 
the goods of the strikers have been distrained, a number of articles 
seized, and, when put up to auction, bought in for 12s. 6d. by an inter
ested party and returned to the owners. Now we are adopting another 

methorl, which is the attachment of wages over and above the sum of 
£2 a week. Now, without expressing any opinion as to the legality of 
such a course, let me ask, Supposing the attachment of wages results in 
the men refusing to work any longer, bow are you going to enforce the 
payment of the fine? Have you not then reproduced the conditions that 
existed during the strike? The strikers who have been fined say, " So 
long as our wages are attached by the court we will not work," and that 
means of recovering the fine is destroyed. . 

I call the attention of the Senate to another brief and graphic 
description of the expiring agonies of the same act in the first 
country that ever tried it. I quote here from the Federationist: 

For the first 12 years after the adoption of compulsory arbitration 
in Australasia its advocates bad many reasons for satisfaction. The 
grievances and the wrongs of the men were so obvious that no court 
could refuse them awards, so the workers were satisfied. As the adop
tion of the law coinci!led with the period of prosperity the employers 
did not seriously object to increased wages. 

As long as you agree to boost wages it works. Have you any 
need of law on a rising scale? Are wages rising fast enough in 
this country to suit you, or do you want to put this thing in 
under them and give them another shove upward? 

The high tariff wall-
That is another thing that is necessary as well as the num

mum wage scale. You can not operate this proposition with
out excluding labor, that is governed by the law of supply and 
demand, and not by boards and commissions. Wages should 
rise according to a natural demand· and not according to the 
maneuvers of boards and commissions, to the detriment of the 
general public. 

Beginning with 1901, however, dissatisfaction developed among the 
workers. This culminated in a long series of strikes, beginning in 1906, 
when a strike occurred on the tramways in Auckland. In 1907 there 
was a large strike among the slaughtermen. In 1908 the coal miners 
went out-

All in the teeth of this law. 
The same year the motormen and the conductors in Auckland struck, 

and the bakers of Wellington. The labor report for New Zealand for 
1908 showed 23 strikes, affecting 2,389 men, and since then strikes 
have increased in number and in scope. 

In February, 1907, the slaughterers demanded an increase in wages. 
The packers refused to grant this and referred the question to the ·arbi
tration court. Knowing that the court would consume the most valu· 
able time of the season in reaching a decision, which in the end would 
probably be unfavorable, the men struck illegally. The four principal 
centers of the packing business were tied up. This desperate situatiOn 
forced the employers to grant the increase. The court was in a 
dilemma, for "the law must be upheld." They arrested the slaughter
ers and tined them $25 each. It was a long and tedious process. Men 
were numerous and hard to identify. Those brought in were searched, 
but the $25 was not forthcoming. The wheels of justice ground 
slowly; when summer was ended many unfined slaughterers had van
ished. The law had been defied with impunity; it was impotent to 
prevent the strike and could not enforce the penalty for striking. 

The necessity of enforcing the law prompted the Government to in
crease the penalties for its violation. In the future anyone who struck 
while a case was pending might be fined, and iu lieu of the fine his 
goods confiscated or the man himself imprisoned. Any labor union or- · 
dering a su·ike, or permitting its members to strike, must pay a. fine. 
Then, lest the unions evade the law by withdrawing their registration, 
the fine for striking was extended to all trades supplying a utility or 
nectssity whether the trades were organized or not. 

Strikes among the slaughtermen have been especially numerous in 
New Zealand, and for that reasou are counted separately in the labor 
reports. In the year 1908-9 penalties were inflicted on workmen in 
266 cases, the fines aggregating $6,650, of which, at the end of six 
months, 58~ per cent remained unpaid. 

Iu 1908, after having presented their grievances again and again aud 
receiving no auswer except the dismissal of the men making the com
plaints, miners struck. Preparatory to actiC>n they divided their uniou 
funds among the individual members to prevent their being levied on 
for fines. The employers invoked the new law. The household goods 
of the men were seized-cook stoves, sewing machines, and furniture, 
including articles owned by wives before marriage. The goods must be 
sold at public auction, but buyers there were none. Finally a smiling 
man offl'!.·eu $1.25 for the whole lot, and got it. Before night the miners' 
goods had been returned to the miners' homes. Thu it was again 
plain the law could be defied with impunity. Enforcement of law 
depends on popular sentiment or concept of justice. 

Mere enactment of legislation is no remedy. Compulsion can not be 
extended beyond certain limits. 

The law referred to, it will be understood, was perfectly fair; 
that is, it was ambidextrous; it applied to both sides. The law 
provided heavy pains and penalties against the employer who 
did not raise wages on demand. The boot and shoe makers of 
New Zealand refused to obey an award of the commission; 
at least they closed their shops and boots and shoes were im
ported. Then the workmen turned on the law. 

J. Stephen Jeans, late secretary of the Iron and Steel Insti
tute, in a comprehensive review of the whole question, has this 
to say about compulsory arbitration: 

Practically, however, all experience and precedents up to the present 
time are dead against compulsion in any form. You can not very well 
compel a man to agree to submit to reference whether he shall be re· 
quired to work for a. certain employer for a certain wage at a certain 
time. This must be left entirely to the man's own choice. Nor can you 
deal differently with a body of men, however numerous, so long as they 
have broken no laws and rendered themselves amenable to no penalties. 
Workmen must be continued in the enjoyment of the right to dispose of 
their labor at whatsoever price they like, and this being so they can not 
be compelled to arbitrate as to what the price of that labor shall be o;;: 
as to any other general condition affecting its value and duration. 

I 
I 

I 
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In my humble opinion, :rou are attempting _to incorporate into 

this act a foolish and indefensible expedient highly offensive to 
labor, utterly useless to capital, and eminently calculated to 
produce the very evils it is designed to correct. Such legislation 
has often produced strikes by the wholesale. It has never 
settled one, it has never prevented one, and it never will. 

Prof. John R. Commons, of the University of Wisconsin, and 
Prof. John B. Andrews, authorities of national repute, have writ
ten an exhaustive work upon this subject, entitled ." Principles 
of Labor Legislation." 'Vith no political bias, without the ques
tion being agitated, speaking not as advocates but frie,ndly to 
many provisions of the · law, they review with pertinent com
ments the history of compulsory arbitration in Australia. They 
say: 

* * • Turn now to the turbulent history of New South Wales. 
• * • This one State furnishes more than half of the days lost by 
strikes in all of Australia. • • • After a futile voluntary arbitra
tion law of 1892, New South Wales passed its first compulsory law in 
1901. * • • The act expired in 1908. The single court had not 
disposed of the cases brought before it with sufficient rapidity. The 
antilabor ministry in power at that time adopted a comprehensive sys
tem of wage boards modeled after the Victorian system, whose deter
minations were subject to appeal to a special court of arbitration-

The exact provision which is contained in this proposed legis
lation-
All strikes were declared illegal. A system of fines was adopted to 
reach the union funds. Strikes, almost of the character of rebellion, 
followed, and the next year the same ministry rushed through a bill 
applicable to strikes in certain necessary industries, like coal mining. 
These provided a penalty of not exceeding 12 months' imprisonment for 
instigating strikes, and the same length of time for mere participation 
in a strike meeting-

What was the effect of that on the coal-mining industry? 
Immediately there followed a strike of all the coal miners in New 

South Wales-
They accepted the challenge instantly-
The situation became intolerable, and the Labor Party came back to 

power. A new act was passed in 1912. The severe penalties were 
withdrawn, and special conciliation boards were created for mine 
workers. 

But neither under antilabor ministries nor under the present labor 
ministry is New South Wales industrially quiet. Frantic assertion of 
authority has been followed by flabbiness in the administration of the 
law. This has resulted in a series of headless strikes. The officials of 
the union, who might be prosecuted, make a show of dissuading the 
men-

Have we not had a similar experience recently in Indiana?
and the men strike with neither political nor economic consequences, 
as the Government will not prosecute the rank and file, and the em
ployer is bound by the awards: Practically the compulsory arbitration 
system of New South Wales has become an imperfect wage-board 
system. 

The act of New South Wales was repealed. A provision was 
placed in the law of 1912 mildly reprobating strikes and in cer
tain instances punishing them as a misdemeanor, and again the 
laborers struck. 

The mild act of 1912 was not anything like as obnoxious as 
the previous one. Under it a strike or lockout was regarded 
not as crim1nal but rather as an extravagant expedient, liable 
to penalization extending to a charge on any moneys then or 
thereafter due to the person ordered to pay such penalty. The 
court was also authorized to grant a writ of injunction to re
strain any person from continuing to instigate or to aid in a 
lockout or strike, the maximum penalty being imprisonment for 
six months. 

In protest against and in defiance of this act, in a country 
containing less than 1,000,000 adult males, there followed in one 
year 289 dislocations, involving 144,704 men, and entailing the 
appalling loss of 2,861,595 working days, with the result that 
the objectionable provision was repealed in the following year 
by an amendment establishing the principle that strikes and 
lockouts, with certain exceptions, were expressly recognized as 
lawful. 

Every country that has ever attempted to enact such a law 
as we are now attempting to enact has precipitated strikes, 
with the result that the law has been repealed and the right of 
laborers to quit the employment and personal service of any 
man or corporation without let or hindrance has been expressly 
recognized. Canada has done so; New Zealand has done so; 
New f1outh 'Vales has done so; England has done so; and yet, 
in the teeth of these multitudinous failures everywhere in the 
civilized world wherever the attempt has been made, conserva
ti've men at tllis crucial time, at this perilous time, are endeavor
ing to revive this indefensible experiment. 

Great Britain and Canada alike, admitting the impotency and 
fol1y of such provisions as this, have incorporated into the law 
express provisions recognizing the right of men to quit ancl 
guaranteeing immunity to employees who individually or col
lectively protest against objectionable working conditions by 
n refusal to longer endure them. 

LIX--43 

After more than 10 centuries of experience with every char
acter of legislation penalizing combinations among employees 
or any character of interference in the relations of master and 
servant, employer and employee alike, in Great Britain have 
joined in the utter repudiation of the whole scheme of compul
sory arbitration. 

As I said on yesterday, we have had for 2,000 years experience 
with legislation similar to this. Senators will remember from 
the reading of Blackstone that it was a fixed principle of Eng
lish law for five centuries that any combination among work
men for the purpose of extorting an increased wage or other
wise inconveniencing an employer was illegal; that any inter
ference berrveen a man and master was a misdemeanor or 
worse. 

Very recently this whole question has been subjected to the 
most exhaustive inquiry by the Whitley Commission. In com
menting upon the report of this commission, Mr. Joseph Horton, 
British correspondent of the Iron Trade Review, of August 1, 
1918, thus summarizes the result of the findings of this cornr 
mission. 

These are not the protests of labor ; these are the cold and 
deliberate judgments of capitalists and of employers of work
men. I quote from the Iron Trade Review of August 1, 1918: 

Should employers and employees be compelled to submit their dh:a
greement to arbitration? Should employees be compelled to remain at 
work while disagreements are bein~ arbitrated? These were among the 
big questions studied by the com.m.Jssion appointed to investigate indus
trial unrest in Great Britain. In the latest report of the commission 
b!Jth quest~on~ are answered in the negative. The Whitley investiga
tion comnuss.IOn, -as the board is called, found that neither employer 
nor employee favored compulsory arbitration. 

In this the second article written by the Iron Trade Review's British 
correspondent dealing with the British labor problem, the commission's 
reasons for its findings are set forth. It is pointed out that the main
stay of British industrial peace is the frank discussion of problems be
tween employers and employees, and voluntary arbitration in all cases 
where such discussion fails to bring about the desired results. 

The commission is strong in its advocacy of industrial councils in the 
various industries as a I"eliable means of arriving at a satisfactory 
understanding. The success of the voluntary arbitration plan has been 
founded on the confidence of both employers and employees in their 
arbitrators. · . 

If it is not possible to enforce such an act in little islands, 
in thinly populated countries, how will it be possible to enforce 
such an act in this great country? The male adult population 
of New South Wales and of New Zealand does not equal the 
number of men now in the service of our railroads. There are 
not 600,000 adult, able-bodied workmen in either New South 
Wales or in New Zealand. There are more men in the employ 
of the common carriers of the United States than there are 
men, women, and children in either one of these countries; and 
yet these little, thinly populated countries could not enforce 
such an act on account of the number of men it affected. What 
are you going to do with 2,000,000 of men? 

Mr. President, I have followed this committee and its great 
work with interest and with admiration. Its members have 
brought learning, experience, patience, and courage to the 
solving of an immense problem and to the performance of a 
titanic task. You have revolutionized a great industry in 
Am~rica. You have taken these roads from the control of the 
State Governments and placed them under Federal control. 
You have supervised and controlled the issuance of their se
curities, the payment of their rates, the organization of the 
corporations. 
· If we must make this attempt, let it be done in another bill 
and at another time. This all-important and vital legislation 
should not be shackled, should not be endangered by this pro .. 
vision, requested neit:qer by master nor by servant, and sternly, 
and I think wisely, opposed by millions of men directly af
fected by it. This bill contains many things which are wise 
and good and more which are untried and new. 

We are about to reorganize and revolutionize a system of 
transportation which equals in extent and value the mileage of 
all other railroads on the globe ; we have provided for the 
reorganization of the corporations which have hitherto con
trolled and operated these systems; we have transferred them 
from the jurisdictions of the State to the Federal Government; 
we have regulated their earnings and the issue of their secur
ities. The industrial peace and prosperity of this Republic 
rests in great measure upon the success and the great work 
this committee bas attempted and to which it bas given earnest 
thought and indefatigable attention and to which it has brought 
the talents and the experience of men who have given years of 
their lives to an understanding of this titanic problem. To. 
make the reorganization of railroads and their return to private 
ownership a success you need not only the cooperation of presi
dents of banks and railroads, of financiers and traffic managers, 
you need ~he cordial, capable, enthusiastic cooperation of the 
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2,000,000 men who have operated this vast machine with such 
sironal energy and efficiency. Were thi some new industrial 
panacea not branded all over with demonstrated falluTe wher
e er tried, it would still be objeetionable at thls tlme. Owners 
and operatives alike have problem enough to solve, and in 
their solution we need the cordial and capable cooperation of 
master and of man. It is not neces ary, it is not wise, to en
danger the success of the whole scheme by provoking the sullen 
opposition of those upon whom the expeditious and efficient 
movement of the commerce of America admittedly depends. 

For the reasons a signed I offer an amendment providing for 
the elimination of the whole plan of compulsory arbitration 
from the pending measure. 

1\fr. JONES of Washington. 1\Ir. President, I have received 
a letter to~day from the representative of the Fa1·mers' National 
Council, which he asks may be read and printed in the 
RECORD. I am glad to ask that this be done. He claims to 
repre ent a large number of voters in the State of Washington 
and to speak their views regarding this bill. I ask that the 
letter may be read by the Secretary. 

The VICE PRESIDENT. Is there any objection? The Chair 
hears none, and the Secretary will read a reque ted. 

The Secretary read as follows : 
FARMERS' NATlO!o<AL COUNCIL, 

Washington, D. 0., December 1-i, 1919. 
IlQn. WESLEY L. JO!o<ES 

Room ~1,5, Senate Otftce Building, Wasllington, D. a. 
MY DEAR SENATOR JoNEs: At the reque t of tile Washington State 

Grange, of the executive committee of which I am a member, and rep
resenting the triple alliance of Washington State, including the 
Grange, the State Federation of Labor, and the Railway Brotherhood, 
I hav come to Washington to oppose the Cummins bill and the Esch 
bill for the return of the raUroads, and to urge most strongly that 
the period of Government operation of the railroads be extended for 
two year in order that we may have an opportunity, after a fair trial, 
to determine whether or not Government ope1·ation of the railroads is 
ad,·antageous to the American people. 

I am confident that 200,000 voters of Washington State, all those 
who understand the Cummins and Esch bills, are opposed to their 
enactment, and feel that it is fundamentally unjust to the men, 
women, and children of America that legislation of such vital im
portance should be rushed through without fair and just discussion. 
"-e oppose the guaranteeing of dividends to the railroads, us provided 
in thP. Cummins bill, since such guaranty of 6 pel.' eent interest will 
place a. premium upon inefficiency and waste and petty graft-more, 
it will make them inevitable. 

On behalf of these oraanization I respectfully request that you 
Ill have this communication read to the Senate and incorporated in 

the RECORD, that it may be known to all Members of the Senate that 
the people of Washington State, who so vigorously, earne tly, and 
\.ith such self-sacrifice worked for the winning of . the warili over
wh lmingly oppose the principles of the Cummins and Esch b' s and 
demand that matters ot such vital -importance shall be determined 
only after thorough discussion and understanding. 

Yours, respectfully, FRED J. CH.A.:UBEllLAI!'l. 

l\1r. CIDIMINS. Mr. President, on page 58, line 25, I propose 
the following amendment: After the word .. carriers," I move 
to insert the words "including sleeping-car (!ompunies." . 

I may remark that there has been some question as to 
whether the employees ot the sleeping-c'ar companies come 
within the propel' interpretation of the words "upon railway 
carriers subject to this act." · 

The VICE PRESIDENT. The amendroent wijl be stat~. 
The SECRETARY. On page 58, line 25, after the word "car~ 

riers,'' it is proposed to insert the words "including sleeping
car companies." 

The VICE PRESIDENT. The que tion i on the amendment 
offered by the Senator from Iowa. 

The amendment was agreed to. . 
Mr. CUMMINS. In section 43, page 89, after line 13, I move 

to insert the matter which I send to the desk. 
The VICE PRESIDENT. The amendment will be stated. 
The SECRETARY. On page 89 of the bill, in section 43 it is 

proposed to insert, after line 13, as a separate paragraph, ~he 
following : · 

Through rates for trallSportation wholly by railroad shall b made for 
the entire ordinary transportation service from point of origin to the 
destination and delivery at the depots, warehoui!es, team tracks, ol' other 
usual unloading places; and in case of ordinary live stock destined to 
be received at public stockyards, to include the service of unloading 
nnd delivery of inbound shipment into suitable pens, and receipt and 
loa.ding of outm>und shipments ; such to be deemed the carrier's facill
tie ·. This provision shall likewise apply to othe-r than ordinary live 
stock destined to or received from such stockyards handled in the 
same manner, provided that where by reason of the extraordinary value 
ot the animals or their condition it i reasonably nece sary for theil' 
proper care and handline., such additional service as i rea onably 
Decessary in properly caring fo1· tlu! same, the unloading and delivery 
OY' loading thereof may be required by the carrier ot the shipper. which, 
it not furnished by him, hall be fu:rnished by the carrier, and reason
able charge ntade ther tor against the Shipper, all of which shall be 
carried in t:uiJis and subject to tlu! determination of the commission. 

Public stockyard nre tho nsed as facilities for handling live stock 
at places of sale, purchase, and slaughterin$', including tho e at whieh 
the Department of Agriculture ·maintllin mspeetion pf meat animals 
for slaughter, and such other places as the commission may find in com
mon use for handling or buying and selling live stock by carloads, to be 
designated by t:h.G commission. 

1\fr. CUMMINS. Mr. President, this proposed amendmept 
hns been brought to my attention by the American National 
Live Stock Association, of which Judge Cowan, of Fort \Vorth, 
is the general counsel. 

The reasons that have been submitted to me for the adop
tion of the amendment are that it has become the practice 
of the railroad companies, or those connected with the rnllroad 
companies, to separate their charges, and when a shipper, 
especially a live-stock shipper,. asks what the rate is from 
the point of origin to the point of delivery, which is a stock· 
yard, the rate is given according to the published tariff, and 
then the railroad company adds to the rate a series of charges 
for various services performed in connection with the trans
portation of the live stock, so that the shipper does not know 
from time to time what it will cost him to have his stock 
delivered at the point to which he ships it. 

I am entirely in sympathy with the purpose of these shippers, 
and want to bring the whole subject within the jurisdiction 
of the Interstate Commerce Commission, and compel the car
rieJ.•s to state in the published tari:t!s the rate that must be 
paid by the shipper for the entire service of taking the property 
at the point of origin and delivering it to the point at which 
it is to leave the car. I think it is an amendment which will 
tend toward the protection of those who haye occasion to use 
the railroads in the shipment especially of live stock. 

The amendment was agreed to. 
Mr. CURTIS. I offer an amendment. I will tate th t it i 

the amendment I o:tl'ered last night, which was printed and 
read, and about which remarks were made by myself and the 
chairman of the committee. I have nothing more to say about 
it. The chairman of the committee says he has no objection 
to it. 

The VICE PRESIDENT. The Secretary will read the amend
ment. 

The SECREr.All.Y. On page 10, in line l1 to 14, after the word 
"'carriers," strike out the words "of which Federal control was 
relinquished prior to July 1, 1918, as provided in the act of 
Murch 21, 1918, this act shall constitute a guaranty for the id 
period," and in ert the follo\' ing: "referred to in the follow
ing provision in section 1 of the act of March 21', 1918: 'That 
every railroad not owned, controlled, or operated by another 
carrier company, and which has heretofore eon;1peted for traffic 
with a railroad or railroads of which the President has taken 
the pos es ion, use, and control, or wbicb connects with ucll 
railroad and is engaged as a common carrier in general tran -
portation, shall be held and considered as within ;Federal con: 
trol as herein defined, and necessary for the prosecution of the 
war, and ·shall be entitled to the benefit of all the provi ion· 
of this act,' and subsequently rellnqui9hed regardless of the 
wi hes of the owners, this act shall constitute a gup.ranty (a) 
to the extent of uny actual operating deficit, including taxe , 
that may have been incurred during the period January 1, 1918, 
to the date when this act takes effect; o.nd (b) to constitute a 
guaranty until expiration of the :four months' period heretofore 
provhl d in thi .·ection." 

The amendment was agreed to. 
l\1r. UNDERWOOD. Mr. President, there are a great many 

feature in the bill which cover subjects· that seem to b in 
general accord with the views of most of the Senators. r to,ke 
that to be true, because there wa no seriou opposition · to 
them in the committee and there· seems to be none on the floor 
of the Senate. · 

The question, of dispute to a large extent narro down 
to the is ues involved in s ction 6 and the section of the bill 
relating to labor diBpute . What I have to say at this time 
I . intend to confine to those two sections of the bill, but I 
do not wish it understood that by my silence I do not approve 
of and am not in accord with many of the other splendid fea
tures of the bill. 

It is practically impo ible, of cour e, to write a piece of 
legislation that embraces so important a subject matter and 
covers o large a field, both in the business to which it relates 
and the economic problems in olved, that all men can agree to. 
In fact, there are some few provisions in the bill that I 
would change if I had the sole writing of the bill. But bills of 
this kind are more or' le s a matter of compromise. We must 
accept the good with the bad, and, in my judgment, the very 
large percentage of the bill is entirely good. The few clauses 
that I would change are not of such grave importance that I 
can not accept the bill a· a whole. 

I · feel that we must legislate on the question of railroad trans-' 
portation, and legislate at a very early dEtte, or we will ~n
danger the entir . transportation systE:m of the country. More 
than a year ago the President indicated his de ire to return 
the railroads to their owners. He has twice set the date on 
which he proposed to return them, uuless in the meantime the 
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Congre~s legislated. I do not believe that it is possible to 
return the railro~ds to their owners under present conditions 
and without remedial legislation, without danger to the busi
nes intere ts of the country. I do not mean that to be confined 
entirely to the railroads themselves. I have no ·interest in a 
railroad, never have had, and never expect ·to have. AU the 
business interests 'Yith which I am connected are on the side 
of the shipper. But I realize the business from my standpoint 
can not be carried on unless the railroads of this country can 
function, unless the transportation facilities of America are 
vrepared to carry goods that are produced in the fields and the 
manufactured prouucts of the country to their ultimate market, 
where the producer can receive his money reward. 

The policy of the regulation of railroads in the past has been 
correct, so far as policy is concerned. The practical workings 
of regulation in the past, in my judgment, have been a mistake. 
'Ve have forced a condition in the supposed interest of the 
shipper to a point where we have reduceu the problem to the 
successful operation of a few great systems in America, and 
almost to the financial destruction of 60 per cent of the Ameri
can railroads. I do not mean by that that 60 per cent of the 
railroads are in the hands of recei-rers, or would have gone 
into the hands of receivers before the Great War came on; but I 
mean that GO per cent of the roads were not functioning so that 
they could gi\e the facilities that the producing and business 
interests along their lines were entitled to. They were not 
able to put in additional trackage, build additional cars, furnish 
facilities of all kinds, that would develop the business interests 
along other lines. 

I think that the freights of this country should be carriec:l at 
a reasonable rate; but, on the other hand, I believe that it is 
far more important to the shipper to have railroad facilities 
that will properly put him in contact with his ultimate market, 
and it is the question of cheap freight rates. By that I do not 
mean to say that freight rates ought to be exorbitant, but I 
think a reasonable increase in freight rates that will develop 
railroad facilities in this country is far better for the deyelop
ment of the business of the Nation than it is to ha\e a paucity 
in freight rates and a lack of railroad facilities. 

The purpose of drawing the bill, the basis of the bill, was to 
meet those conditions and conditions growing out of the war. 
We all recognize the fact that a dollar to-day will not purchase 
half the commodities that it did four years ago. That is true 
so far as the railroad operator is concerned, as it is so far as 
the man who must earn the dollar by his daily toil is con
cerned. 

We also must recognize the fact that during the period of the 
war, under Go\ernrnent control, or at least since the period 
when the Adamson bill was enacted by the Congress, wages on 
these railroads have increased over a billion dollars. 

That increase amounted to more than all the railroads have 
e\er paid in any one year for interest on their bonds and 
dividends on their stocks. I know of no man who is now 
proposing to cut that wage scale, to reduce the wages that 
are paid. There is a proposal in the bill for wages that may 
come in the fuhtre, but as to the present wage scale I know 
of no propo~al coming from anyone for a reduction. Without 
a reduction of the wage scale, the cost of the additional wag~ 
must be reflected into the cost of :he transportation of freigllt 
and passeno-ers in America. 

1\lr. KING. Will the Senator permit an inquiry? 
Mr. UNDERWOOD. Certainly. 
Mr. KING. Does the Senator mean to indicate-and I ask 

for information-that the wage scale is proper, regardless of 
the fact that the prices of all commodities and everything else 
may go down very much lower than they are at the present 
time? 

l\lr. UNDERWOOD. No; I do not mean to indicate that the 
''age scale is permanent, neither to go up nor down ; but I 
think it is a 1L'"ture for the immediate present. 

1\lr. KING. I agree with the Senator. 
Mr. UNDERWOOD. That is what I am addressing myself 

to. There are proviEions in the bill for readjustment of the 
wage scale. In passing, I will say that in some particulars 
I do not think the wage scale "·as too high. The increase to 
the conductors and railroad engineers was only between 30 
and 40 per cent. I do not think ~hat was an extravagaut 
increase for those men under existing conditions with tile 
present high cost of living. 

But in some other branches of the service the wage scale for· 
"'Ome particular emplo~·ees was several times in percentages 
greater than was granted to the engineers and conductors. r 
think it was an increase that was out of proportion to the 
increafed cost of li\ing or to the average increase in wage 
scales on railroads or off of them. I think the increase could 

have been better adjusted if it had been worked out by a 
board that was conversant with the facts and conditions and 
had properly solved the problem. 

:Mr. Cillil\HNS. May I interrupt the Senator for a moment? 
1\Ir. UNDERWOOD. Certainly. 
1\lr. CUl\Il\!INS. I was afraid the Senator from Utah [1\Ir. 

KING] may have mistmderstood the remark of the Senator from 
Alabama. The bill does not establish any wage scale or per
petuate any wage scale. Possibly the Senator from Utah has 
confounded the bill with a provision found in the House bill. 

1\Ir. UNDERWOOD. I did not mean to imply that it did. I 
diU not so underRtand the Senator from Utah. 

Mr. KING. No; I did not so understand it, I will !-iay to the 
Senator from Iowa. I understood that there was nothing in 
the bill w·hich would perpetuate the present wage scale or prevent 
the boarct created from adjusting wage scales upon proper appli
cation. 

Mr. UNDERWOOD. Nothing at all. 1\ly remark merely 'va::s 
as to the condition of facts, that it is not probal.Jle that they 
will be clmnged at this time, and, not being changed, we have a 
problem to face us of a billion-dollar expenditure that was not 
facing the rnilroad management before the war. 

Of course, there is the cost of coal and the cost of all other 
supplies, but in addition to wages and supplies there is another 
problem that the railroads must meet in the future which is even 
more difficult than this and to which they have not yet come, 
and that is the cost of buying money, because you have to go into 
the market and buy money to operate with just like you have to 
go into the market and buy coal to operate with and to buy labor 
to operate with. 

Twenty years ago a railroad bond was a prime security--
1\lr. THOl\lAS. Some of them. 
1\lr. UNDERWOOD. The Senator from Colorado says some 

of them were, and I accept the ameru.lment; that is true, but they 
were so regarded as a prime security that conservative New 
England, through her legislative enactments, required that the 
funds of trustees and certain trust companies and savings banks 
should be invested in railroad. securities because it was con
sidered a conservati\e investment. 

Mr. 1\lcCORl\llCK. Secm·itie dmwing 3 and 3! per cent. 
l\lr. UNDERWOOD. Certainly. Of course, bonds were pri

marily the case, but even stocks at that time had a larger divi
dend of 4 per cent; had a ready sale on the market. The condi
tion has entirely reve1·sed itself. Investing capital has gone in 
other directions and went in other directions before the war. 
The great industrials w·ere regarded as better investments and 
since the enactment of the income-tax law, State and county 
and municipal bonds have become the prime investment for 
conservative capital, and since that time a great issue in 
many billions of dollars in Government securities has flooded 
the market, absorbing the idle capital that is here for invest
ment and leaving no field for investment in railroau securities. 

To properly equalize the purpose of the bill I think it is abso
lutely necessary that we should bear the fact in mind that 
it is the price of money that requires the legislation. You say 
that the roads have many bonds out on which they are only 
paying 4 per cent. True; but I can also say that there are many 
securities of the railroads out now on which they are paying 
6 and 7 and 8 per cent intere~t. More than that, the railroad 
securities in the nature of bonds that were issued in the past 
when .railroads were a fine investment are falling due, some 
this year, some nert year, and most of them will become due 
in the next decade. When they become due they must be paic:l. 
There is but one way in which the railroads can get the money 
to pay them, and that is to borrow. Is there any l\Iember of 
the Senate optimistic enough to contend that at any time within 
the next decade railroad securities will again sell at par on a 
4 per cent basis? I do not think so. 

The price of money to-day can better be measured by a Gov
ernment bond than any other security in America, because '"e 
all regard the Government bond as an absolute certainty so 
far as the payment of principal and interest is concerned. We 
know that you can go on the stock exchange to-morrow and 
buy a bond that is practically tax free, except for the surtax, 
on a 5 per cent basis. Bonds bearing 4 per cent nnc:l 4:1 l)er 
cent are selling so far below par that, measuring them by the 
price and the interest received, they will pay the investor 5 
per cent interest at matUl·ity with no State tax, no county tax, 
no municipal tax to pay, and only the surtax to pay so far 
as the Government is concerned. 

What is that security worth as measured in terms of other 
securities? What is a tax exemption of that kind worth to 
the investor? Bear in mind that this class of securities is 
usually purchased by investors of large means. I take it that 
it would not be out of the way at all to say that the exemption 
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from taxation is worth 1 per cent to an investor of that kind. 
Therefore, in comparing Government bonds with outside se
curities, which must pay municipal, State, county, ru1d Govern
ment taxes, you can make the comparison that the Government 
bond to-day is selling on a 6 per cent basis. I do not regard 
that as unreasonable. 

Since the bill has been before the Senate there has been some 
Tery severe criticism of it because it proposes to increase the 
cost of transportation, because it will increase the price the 
shipper must pay for trn.n porting his freight. I am inclined 
to think that the statement that out of the bill will grow higher 
freight rates is true; but how much higher, and are they jus
tified by the facts? I have heard it said on the :floor of the Sen
at since th debate came on that the bill would put an ul
tinl!1 t charge of $4,000,000,000 on the American people. Let 
w ("Orne right down to facts and see what it does do. 

l\Ir. FLETCHER May I interrupt the Senator to ask that 
11 compare what he regards as the probable increase under the 
bill mth what he concei> s to be the inevitable increase if the' 
bill is not pa ed? 

l\lr. U.L DERWOOD. I wa coming to that. The Senator is 
untloubtedly corl'ect about it. 

Whether thi bill passes or does not pass it will be necessary 
to take up the slaek or the railroads can not run. They will 
hm· to be upplied with the :money to function or they can not 
do busi11e~s. The Senator is undoubtedly correct. Even if we 
do not pass this bill the Interstate Commerce Commission or the 
Director General of Railroads must m..'lke increases to meet the 
increa ed expenditures for labor, for fuel, for the procurement 
of money, or the railroads can not run; they "Will go into the 
hand of receiver . uch an increa e i going to come whether 
the bill is pas ed or whether it i not passed. Howe1·er, the 
committee ha tried to be ltberal. 

IUr. TANLEY. Will th Senator yield at that point? 
Ir. UNDERWOOD. I yield. 

l\Ir. TAl.~LEY. Commi., ioner Clark, I understand, has made 
an stimate that a freight inc1'ease of $1 is r fleeted in an in
crPn ·e of . 3 in the co t of commo<litie in th hand of the ulti
mate con umer. Does the Senator from Alabama coueur in that 
opinion? 

l\fr. UNDERWOOD. I am not informed on that ubject, and 
that is not the que tion involyed. Suppose it does. -"ow, let 
m ask the Se-nator a que tion. I do not know that that is so. 
A to bow far an increase in a tariff tax Will increas the article 
to the ultimate consumer, I do not know. That is the same 
pr >IX> ition, and I have heard it argued, as ha the Senator from 
Kentucky, many a day, with one side of the House contending 
that it meant a vast increase to the consumer and the otller side 
arguing that it involved no increa e to the consumer. 

:Mr. STANLEY. I do not think the charges of railroad car
riers and import duties can be compared, for the reason that an 
import duty is usually levied on an article that goes into the 
hands of the consumer, while the co t of a freight rate nters into 
each phase of production. 

l\Ir. UND:EJRWOOD. So does a tariff tax. 
l\lr. STANLEY. I am not asking the question in a eontro

ver ial sense. I am a king for information. 
1\Jr. mrnERWOOD. Yes; I understand. So does the tariff 

ta:!:. lt tart with the raw material and goes up to the fini bed 
product. The Senator from Kentucky and I have often con
tended it did increase the price, whereas our friends on the 
other ide of the House contended that it did not. 

Inereased freight rates a1·e undoubtedly likely to be reflected 
tnto the pockets of the ultimate con ·umer to a greater amount 
than the actual amount of the freight tate; but there is nobody 
who can ·ay to what amount. A grea.t many men--

Ur. KING. Mr. President--
1\Ir. UNDERWOOD. Just a moment-theorize on that ques

tion. It depends on which side of the que tion you are on, as 
to whether you put it high or low. But nobody knows. I now 
yield to the Senator from Utah. 

.Mr. KING. I think the Senator from Alabama is correct. 
I ltave n the statement attributed to Mr. Commis ·ioner Clark 
and a similar ·tatement, I think, was made by l\1r. Commis
sioner Woolley. ~ to some article it i possible to trace the 
increased cost, and it will be v ry much greater in the hands of 
the ultimate consumer; but in the case of coal and oil, which 
con titute 40 or 00 pe1· cent of all of our tran portation, I do not 
think the statement holds good at all. Upon the contrary, as to 
those commodities I think an increased rate enhances the cost 
by only a n•l'Y small percentage. 

Mr. UNDBRWOOD. The Senator from Utah is right. It 
lnq~E>l~r depends upon the item itself. The cost of one article 
may lie j ncreased largely and another not materially. That, 
hO\teVI)r, is not the question that confronts us. Supl)OSe tlre 

statement which is attributed to Mr. Commissioner Clark were 
true and that every dollar by which railroad freight rates are 
increased were reflected in the pockets of the ultimate consumer 
of the commodity that went over the road to the extent of $-, 
and it were necessary to have $1 to run the railroads, would my 
friend from Kentucky withhold the dollar? Surely not If it 
were necessary to have the dollar to run the 1·ailroads the Sena
tor would say it is unfortunate that it has to be reflected in 
somebody's pocket to the extent of 5, but the railroad · mu t 
function or the country can not live. 

Mr. STANLEY. In the sense that a road must ha>e an ade
quate rate. 

Mr. UNDER,VOOD. Surely. That is the only question. 
I have already congratulated the Senator from Iowa [Ur. 

CUMMINS] on this bill. I think, taken in the main, it is a 
splendid and conservative bill. A£ to everv feature I do not 
agree with the Senator, but I beliet"e that~ it \Till relieve the 
situation. 

When I first came to the Senate my frJend from Iowa was 
regarded as a progressive; I think some people behind his back 
called him a radical. He has never functioned on the railroad 
side of this issue; he has never been a man who jumped through 
railroad hoops. Therefore, it ratl1er smprised me when I found 
some of the Senators were practically charging him with being 
a tool of the railroads bccau. e he brought out this bill. The 
Senator from Iowa realized that there was a sick :man on the 
table, that it requited an operation to Eave his life; so he has 
gone at it in a con elTative way and is trying to save the pa
tient's life. 

l\1r. CTD:I HNS. Mr. Pr . itlent, I desire, if I may, to say 
in that connection that my views have not been in any 'Yay 
changed so far as the que tions referred to by the Senator 
from Alabama [Mr. UNIYERwoon] are concerned. I think we 
mu t choose now between Government ownership and operation 
of railroads and private ownership and operation of railroads 
under regulation. If we choo e the latter, it is absolutely neces
sary to put the raih 31· in thnt position which will enable 
them to .. ecure the money which is necessary to operate their 
properties. That ha 1Jeen my ole guide in \\hat influence I 
have had upon the construction of the pending bill. 

I hat'e not consented to give tbe railroads one penny more 
than I believed to be ab olutely neee ary for that purpose; linll 
a good many members of the committee felt, I am ure, that 
the basis we have pTovi(Jed for here was rather too low thnu 
too high. 

I may add with regard to Government operation that I havE! 
no doubt that Government operation continued under present 
law will witness a very material increase in rates. The truth 
is that rates ate now being raised all the time. The rates 
which were promulgated about tl1e middle of the year 1918, 
known as the 25 pel' cent increase in rates, which was actually 
an increase of more than 25 per cent, are not the only rates 
·which have been increased since the Government begun to oper
ate the railroad . The t·ates have been increased here and there 
all the while, and I never open my mail in the morning with
out receiving information, and prote ts ordinarily, against an 
inerease in rates made very recently. 

If the railroad cornpanieN can manage their prop rties more 
economically than the GoTernment can manage them, then 
there is a pos. ibility that there need be no increase in rates; 
but it depend upon the economy wlth wllich the railroad com
panies can operate the properties and render the service as 
compared with the economy with hich similar service can be 
rendered by the Government. 

I beg the Senator's pardon; but I wanted to state the ca e 
exactly a it appeared from my standpoint. 

1\fr. UNDERWOOD. I am glad that the Senator interrupted 
me. I am in thorough accard with the statement of the Senator 
who introduced the bill. iVe do not want any misconception 
about the question of what this bill will co ·t the country if it 
is enacted into law, nnd it is not pos ible of there being n mis
conception. 

Of course, one can theorize as to how much an increase in 
rate· is going to magnify the cost of commodities b fore they 
reach the ultimate consumer; that is theory; but when it 
come-s down to the practical dollars it is going to co t the 
country under the terms of this bill, there is not room for 
theory; the fact is plain; it is definitely fixed in the bill, anu 
is not subject to controversy. I refer, of conr e, to the 
mandatory features of the bilL 

So far a I h."tlow, there are but two provisions in this bin 
that will affect afl increa e in freight rates. One is the pro
vision that authorizes one-half of 1 per cen~ for permanent 
improvement , which has heretofore been taken out of the net 
ineome of the .railroads, to be taken out of the gross income 
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of the raih·oads in the discretion of the Interstate Commerce 
Commi ion. That proYision is not mandatory in any sense. 
of the word but absolutely discretionary with the -commission. 
How can any man who for the last three decad€8 has (X)U
sented to the regulati{}n of the freight rates Qf this country 
by the Interstate Commerce Commission, where there was no 
limitation whatever upon the action of the commission except 
their own discretion in t.be matter, contend that there is any 
violent change in this bill, when the committee, to be on the 
~fe side, renewed in the commission the power of exercising 
a discretion to the extent of one-half of 1 per cent, when 
heretofore they had the discretion with nothing to limit them 
but the blue dome of heaven, the reflection of the sentiment 
of the American people, nd their own conscience as to what 
was right and what w.as wrong about the matter? Now. leav
ing out thnt, which is merely a discretion whkh the commis
sion has now--

:Mr. STANLEY. 1\Ir. President--
'.rhe PRESIDING OFFICER (Mr. GERRY in the chltir). Does 

t.h S nntor from .AJabn!I:k'l. yield to the Senator from Kentuck-y? 
Mr. UNDERWOOD. I yield. 
l\!r. STANLEY. Before the Senat()r leaves this point, I wish 

to prop01md another question to him in the same spirit in whieh 
my last qnestioo wu propounded. It has been stated repeat
edly-in fact, the statement has been made to me by persons 
who claimed to know and who spoke from authoritative data
that not only was the :rate multiplied to a startling degree but 
that the GoYerlllllent was now operating the roads at a profit 
and had been doing so for eTeral months. I am not in favor 
'Of ~~nment ownership; I am anxious to see the roads re
turned to their owners at the earliest possible moment; but l 
was surprised at such statements, not that I question them, 
because I have never investigated tile matter and {}o not know; 
but conscious of the prof()und study which has been giv~n to 
this question by .the Senator from Alabama and having great 
respect for his JUdgment, I had hoped tha~ he would discuss that 
matteT before leaving this phase of the question. 

.Mr. UNDERWOOD. As I said to the Senatoo.· before, I can 
not enter into a discussion with the Senator as to how many 
times a freight rate is multiplied before it gets inte the hands 
of tile ultimate consumer. That is pui·ely a matte~" of theory. 

Mr. STANLEY. I mean, does the Senator know about the 
l'elative earnings of the roads for the last several months, or 
<loes the chairman of the committee know? 

Mr. CUMMINS. Mr. President, will tile Seflator from Ala
bama allow me to answer that question? 

Mr. UNDERWOOD. Surely; I shall be glad to have the 
Senaoor do so. 

Mr. CUMMINS. I have given it some investigation, and pos
sibly tile Senator from Alabama has n()t. I intended to refer 
to tlrat subject when I came to reply, if I d-o rep-ly, to some of 
the arguments which have been made against this bill. 
It has been said here that during August and September and 

October and Novemba:-the November report is just out-the 
Government has made a profit, after paying the compensation 
provided for, in the operati0n of the railroads. Let us see for a 
moment how that profit has been ascertained. 

In the first plaee, the cost of the general adminish-ation has 
not been charged to operating expenses, as I am informed. 
I have not, of 'COurse, gone fl:B:ther than simply to inquire with 
respect to that matter, and I have been infocmed that the eost 
of the general .administration bas not been charged t() opernting 
expenses. Second-and this is the real point of lt~verybody 
who knows anything about railroads knows that the fall months
august, September, October, and Novembel'--are the money~ 
making months in all railway operation. These are the months 
of great volume of traffic, and these are the months in which 
ot:>e:rati-on can be carried on most economically; and if -you will 
examine the reports of the raih·oad con1panies dm·ing years past, 
I think you will find that their n~t earnings in these IIl()nths 
have been very, very much larger th.an in other months of the 
year. 

The statement that a profit has been made is arr-ived at in this 
way : The earnings of tbe railroad companies for these favor
able months have been aggregated, and then one-tv.--elfth of the 
compensation l1as been deducted -from these earnings, with the 
result stated by those who have occupied th-e- floor. 

I assume that the fallacy of that kind of computation is at 
onc-e observable to any student of the subject. The only way 
in which you can ascertain whether or not a railway is profit
able in its operation is to take in the entire year, with all <>fits 
va1iations; and I think that when the year is over it will be 
found that the Railroad Admini tration for this year has lost 
more than '3?..-a,ooo,ooo. 

That is my response to tbe Senat()r~s question. 

/ 

:Ur. STANLEY. Mr. President, at that tJ·Oint, does the chair
man of the committee know how the earnings f'Or these last three 
profitable months, for instance. that have bee-n tabulated and 
given here, e()mpare ·with the earnings for the same period last 
year? That of itself would settle the question. 

Mr. CUMMINS. I haY"e in rourse (}f preparation -a table 
whi-ch will disclose the comparative earnings, and I will present 
it to the Senate before this debate is finished. 

Mr. KING. Mr. President, will the .Senator yield? 
Mr. UNDERWOOD. I yield. 
Mr. KING~ By way of supplementing "What the Senator from 

Iowa has just stated, I ha:re been informed-! do not know how 
credible the information is, but it comes to me from sources 
that I am inclined to look upon as berng authentic-that the 
Railroad Administr-ation, in anticip-ation of the roads going 
back to the private own~ d11-ring the tast few months ha\e cur
tailed necessary expenditures upon the roads for improvements 
and repairs and betterments and maintenan~ which i1 made 
would aggregate a great many millions of dcllars. 

Mr. UNDERWOOD. I think the Senator is correct about 
that. I do not speak by the card on that subject, but I ride 
on the railroads sometimes. I think it is common knowledge 
of everybody b:ow much freight cars have been in demand, 
and it is pretty nearly common knowledcrre of everybody t11at 
rides on the roads how many freight ears are standing 0-n the 
sidetracks to-day and can not be used because tbey are out of 
repair, and the same ean be- said to a certain ~-tent of the 
engines of the railroads. When you stop repairing your rolling 
stock, and make no charges for an outlay in that respect, you 
certainly ought to how some pretty good earnings on the other 
side ; but omebody has to pay the bill at some time. 

Mr. POMEREI\i'E. Mr. President--
The PRESIDING OFFICER. Does the Senator from Ala~ 

bama yield to the Senator from Ohio? 
1\IJ.:. UNDERWOOD. I yield. 
Mr. POMERIDTE. If the Se-nator will permit me, if we take 

into consideration the standard of compensation month hy 
month, I think the figures will show that instead of there being 
a surplus for the months of September und October there has 
been a deficit; and I. expect, later on, to present some figures 
sustaining that positio-n. 

Mr. UNDERWOOD: I am inclined to think the Senator is 
correct about it. although I ha\e not worked out the figm·es 
myself. Of course, when you come to .figuring, you can t..'lke 
an hour or a d-ay or a minute, and sum up almost any business 
and prove that it is a financial success; but I am sure that it is 
collimon knowiedge to e\ery man in this. Chamber that the one 
penod of the year when a railroad ought to be making money 
is in the three months of the fall. 

1\Ir. SMOOT. If it does not mak-e money t.hoo, it is bankrupt. 
l\lr. UNDERWOOD. Yes; as the Senator from Utah sug

gests, if it (loes not make money then, it is bankrupt. Why? 
Because the crops are moving, people are traveling, tha:e is :.1 
IIUlXi.mum movement of freight, and the best prices, and, more 
than that, there is n() winte.1.· snow ; there is no weather con
dition that makes it difficult to handle t.he trains. The railroad 
can function at its maximum in the three fall months, and 
ought to show its very highest condition of p-rofit-making. 

l\11'. STAl~LEY. Mr. President, is it not possible to deter
mine, and has or has not the Inte1·state Comme1·ce Commis ion 
determined, by a system of averages-! do n()t know, but I 
think it is vital at this point-when this apparent gain in these. 
favorable months is such as to show an ae-tual profit-. or when 
it is not sufficient to, bring the a\erage up above the cost {)f 
operation for the whole year'! 

l\lr. UNDERWOOD. Well, I suppose you might theorize and 
fio<TUre it o.ut, but what is the use of figuring? 

Mr. STANLEY. It is not a matter of figuring. It is a matter 
of railroad experience, so as to know whether or not this ap
parent gain that is claimed is an actual gain. 

1\fr. UNDERWOOD. Does not the Senato:r himself kn()W 
that what they gain in October, Novembe-r, and December is not 
going to be a gain in Ja.nuary, February, and March? 

l\lr. STANLEY. Why, certainly I know it; but I also know 
that if, say, the railro.ads in these three months have made a 
net profit of 20 per cent, and the u~erages that the Interstate 
Comme-rce Commis ion have kept for 20 years show that ordi
narily those months sustain a 5 }>er cent gain over the three 
previous Ill()Dtbs, then such a gain as that would estab-lish a 
net profit, notwithstanding they were the best months. The 
amount of tlle profit, in the light of the- figures of the average 
that must be kept by the Interstate Commerce Commission, 
ought to h-.·we some meaning more than a basis of speculati()fl 
t{} tbose wh-o kl}()w more about this thing than I do. 
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l\Ir. UNDERWOOD. To be sure. I will say to my friend 
from Kentucky that I have not worked it out in that line, but 
if he will work it out I am sure he will find that it does not 
show a profit. Now, I do not know that, but I make the pre
diction that he can not work out any profit if he will take it 
for the year. The reason why I know there has not been a 
profit is because you can take the whole year-it is practically 
out now-and demonstrate that they have made a very great 
loss. Now, what is the use of our theorizing that in the three 
good months they made a profit, when we know that they have 
made a great loss during the year, and more than that, we 
know it because it is reflected in the bills in this Congress? 

l\Ir. STANLEY. I do not wish to take the other side of this 
controversy with the Senator; but I think the question is perti
nent, nevertheless, for this reason: It is claimed by those who 
use this profit as an argument-and I am not taking that posi
tion at all-that the previous months were either months of 
war or months in which they were recovering from the shock 
of that controversy, and that this profit is not due to the normal 
movement of freight, but is due to a return to normal by the 
railroads. I do not make any such claim as that. 

Mr. UNDERWOOD. The war was over a year before we 
reached this period. More than that, the conditions that I see 
in the railroads are no more normal this fall than they were 
last spring. It is a pure theory that is worked up by men who 
want to close their eyes to fact. The fact is that they have 
lost money, and the fact is that they stood at the door of 
Congress, when the long session of the last Congress was dying, 
proclaiming to us that if we did not pass a money bill for their 
relief then and there they could not function. 

l\Ir. STANLEY. .As I understand, the war was not over a 
year before the beginning of the periou when it is claimed these 
ronds were making a profit. 

l\Ir. UNDERWOOD. The war was over on the 11th day of 
Kovember, and I understood that they were taking--

1\Ir. STANLEY. It has been stated on the floor of the Sen
ate, and has been stated elsewhere, that they claim a profit for 
September and October. 

l\fr. CUl\Il\HNS. One year before, however. The war was 
over the 11th of November, 1918. The three months which have 
been mentione<l)here are the three months in the fall of 1919. 

1\lr. UNDER,VOOD. To be sure; nearly a year, if not a year, 
before it was over. 

lUr. STAl\~EY. But, 1\lr. President, if the Sena.tor will allow 
me, the Senator, as I understood him, stated that the war was 
over for a year before these figures were made. Now, I do 
not understand that that is exactly accurate with reference to 
those months, and the question was with reference to those 
months. 

1\lr. U~'DERWOOD. I will correct my statement, then, and 
say it was over for practically a year. 

Mr. STANLEY. Yes; that is true. 
l\Ir. UNDERWOOD. Now, there is not any question about it; 

the reason why men bring that kind of an argument before the 
Senate is because they have to depend on theory to support 
their case and have to ignore facts. The fact is, and everybody 
knows the fact, that these railroads have been losing money, if 
you take the year through, and have not been making money, 
anu they will go back to losing it when we get into the winter 
months of January, February, and l\Iarch. There will ~e no 
better condition. 

1\lr. JONES of Wnsllington. 1\Ir. President--
1\Ir. UNDERWOOD. I yield. 
l\Ir. JONES of Washington. Conceding that, anu I do not 

see how it can be successfully disputed, is not this a very un
wise time to turn the roads back? 

1\lr. UNDERWOOD. That depends on the point of view from 
which you want to look at it. Before they were taken over by 
the Government some way or somehow they were run with le.Js 
freight rates than they are running with now, with less pas
senger rates than they are running with now, and they were 
gi"\ing more efficient service to the people of the United States 
than they are giving now. Whose fault that is, I do not know. 
It may be no human being's fault. ·It may be the fault of 
conditions; but nevertheless it is a fact. 

The question may be asked as to whether if we turn them 
back to their owners they will give better service. I do not 
expect cheaper freights, because . whilst the Government has 
had them they put burdens on them that must be reflected in 
the freight rates, and it would be folly to contend that they 
could. T believe myself that they will give better service, 
because, 1 do not care how much ability a man has-he may 
be a superman-there is no one man with sufficient ability to 
sit in Washington and is ue his orders and make all the rail
roads throughout the United States function as successfully as 

they could do under presidents, general managers, anu boards 
of directors who were interested in the property anu had a 
specific line of road under their observation. 

Mr. JONES of Washington. Mi·. President-
:Ur. UNDERWOOD. I yield to the Senator. 
Mr. JONES of Washington. I agree with the Senator in 

that. This is the only point I had in mind: Granting the effi
ciency with private energy, initiatiYe, and so forth, in which I 
agree fully with the Senator, yet if we put the roads back 
under such conditions that they would have burdens that they 
can not bear, I am afraid they will fall down; whereas if we 
turn them over to the owners, say, the 1st of September, when 
with the energy and efficiency they could manifest they would 
probably bring us in greater receipts than we get under Gov
ernment enterprise, they would have a chance to go on. Now 
it looks to me as if we are likely to turn them back with sucl~ 
a tremendous burden, and probably such a tremendous deficit, 
that with all their energy and all their efficiency they can not 
stand up under it. 

Mr. UNDERWOOD. I will say to the Senator that I do not 
~~ the bil~ is any too liberal to them ; but the purpose in 
wr1ting the b1ll, and the effort of the committee was to make 
it liberal enough to take care of the situation '~hich the Sen
ator has just visualized. That was the purpose of the bill and 
that is what we are driving at, to meet the very conditio~ the 
Senator has described. 

We do not make this condition permanent. It has been said 
here that we are writing a freight rate and charge on the public 
forever, never to come off. The bill itself denies that. The 
basis of making rates in the bill is fixed for five years to enable 
the railroads to get the money to carry over the sit~ation the 
Senator has described, and at the end of five years the whole 
question of the making of rates goes back to the discretion of 
the Interstate Commerce Commission, exactly where it rests 
to-day. 

1\lr. JONES of Washington. 1\Ir. President, what I am really 
trying to get is the view of the Senator as to whether it would 
not be wiser for u not to try to pass any legislation at an, and 
not have the railroads turned back to •their owners until, say, 
about the 1st of September? 

l\Ir. UNDERWOOD. That is a matter, of course, of judg
ment. 

l\Ir. JONES of Washington. I just wanted the Senator's 
opinion. 

1\Ir. UNDERWOOD. I do not contend that my judgment is 
better than that of other men. It is really a matter of judg
ment. I do not know anybody to pass on it. I will tell you 
what influences my judgment, to n large extent, in wanting to 
see them turned back at once. It is that they have been a 
charge on the Treasury of the United States of $200,000,000 or 
$300,000,000 a year ever since we have had them. I do not 
mean to include in that the money we have advanced, and 
which we hope to get back some day, which amounts to some
thing like $1,000,000,000; but I am talking of an actual charge 
on the Treasury of $200,000,000 or $300,000,000 a year ever 
since we have had them. If they are going to be controlled by 
private owners, if the future policy is going to be to turn them 
back to private owners, and that is what I am in favor of 
doing, then I do not see why we should continue the burden on 
the .American public of $200,000,000 or $300,000,000 a year for 
another year. I think we had better turn them back right now. 

You may say that if we do not turn them back, and do not 
take it out of the Treasury, we have to take it out of the 
freight rates. That is probably true. But the man who pays 
the freight gets something in return, and the man who does not 
hare any freight to carry bears the burden without any ade
cruate return; and I think if anybody must pay t11e increased 
cost of the operation of the railroads it ought to be the man 
whose freight is hauled and who gets an adequate return. 

1\fr. LENROOT. 1\lr. President, will the Senator yield? 
l\Ir. UNDERWOOD. I yield. 
1\Ir. LENROOT. The Senator states that he expects, and we 

all expect, that under the bill freight rates will be increased as 
soon as the roads are returned to private ownership. The Sena
tor speaks of a great deficit being constantly created through 
Federal operation. I want to ask the Senator why it is not ju t 
as competent for the Railroad Administration to increase freight 
rates while the roads are under Federal control, and thus relieve 
the Treasury, as it is for the railroads under private ownership 
to do so? 

Mr. UNDERWOOD. I think it undoubtedly is, and though I 
am not speaking with authority, but am just voicing my own 
opinion, I think if Congress would declare a permanent policy of 
continued control by the Government, the Railroad Administra
tion would inn·ease freight rates. They would be compelled to 
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<Ju it, arul ·tlley woulu <To it. Bu expeeting. that the roads will 
be rnrneu ba k to tllefr J,Vll rs fn .Tauuru·y, it is ve:r, natural 
tnat the admini&trrrtion woultl try: to "'vurk through. the 11resent 
condition without an increase- in ft~·ht rates.. 

~Lr . LE:'{R'OOT. Will tlle Senator yield again? 
~11;. UNDERWOOD. · CertainJy. 
~rr. L~OOII'. The enator from Wa ltington [lli. J'"o:mrsi 

su gest-et.I n~xt Septemi>er as tlle date. I think that it migWllre 
b for tllat, but ff a time six months- in the future were :fixed.. 
cunTu oot tile· present Ra.ilroa<T .A.tlmintstrati n increase the rates 
and tlm ,proteet tile Trcastrry'! 

~fr. Ul. DER'W"00D. ndoul}tedly it could. But wh should 
' e put it off for 6 mont . instea.d' 00:30 days? I c:rrr see no reU=
son. W~ are att-emntingrto. put them into a condition, under 1lhis 
bm, wll.et·e they eurr fu.netlon. :tfi 1ve are going to return tl1H 
roads to the O"--neil , I can see no reasorr in tfie wo.I:ld fur post
poning a-ction f()r six mont!\.·, and not doing it now. Nothing ap
peals tD me irr the mati:-(?1'. 

::\fr. LE~ROOT. Doe· not the Senator reco~Ynize that t:h.e 
task of unscrambling Ullil re11d'justing the road i. · going to be 
a: ery great ta k, indeed, and tlla.t it would be very mucw easier 
to uo it if tl\e roads \Vere returned in April or ::Uay o.r l.a.tei; 
when there woultl be normal business, when the> emcuti;res:wou.ld 
not have to <le>vote their en.tire attention to tlie opera.tion of the 
roads and saving deficits, so fi111 a'S pos&l>le? 

:i.\lr. U:i\"DERWOOD. I think tllat is purely· llie.orcticaL The 
man '' ho devotes hi- time te GDeration is one man/ the marr who 
de'\"otes his- attention to finance is- :mother m~ and the IDllill 
who is going to devote llis time to operatJ.on will not be con
cerned or interfere- with the financial questions. 

~Ir: LEl'\ROOT. 1 ~o; I was- not referring to finan<rlal ques
tion. , but the very operation itself, the use of terrninar faciliti~ 
and. the routing of freight. 'IIie railroads are no:w- being run 
a a unified s~·stem. It is a matter of operati n and not of 
finance. . 

lUr. T.'!.NDERWODD. So far as. tlle <J.Uestion of j)reight is 
concet•nea, I do not!' know any time wften the bauJirrg of frei:ght 
is lighter than in tlie wintel' month&. It certainly is much 
lighter tfian· at many other tih1es- of the year, and it you' want 
to .turn the roads back. at a convenient time from that stand~ 
point, it is ea ier to handle now, and it seem to be now would 
fie the time. 

But that i not tlie real question. I l;:now perfectly w-ell that 
there is a sentiment in this cotmtry not to turn the r:.rilroads 
back to the- owners, and I know perfectly well that mere is a 
st!rong sentiment in faYor ot their return. T1ie- man wlio does 
not want the- railroads to be returned to their owners naturally 
wants to put it off for an hom· or a drry 01 a year or u decade; 
if ll.e can, and· the man wlio wants to get them off t:lle back of 
the Treasury of the 'UpHed Stutes ancl' get them back int~ tlie 
hands of the· owneTs wants it dQne the· first moment lHl can get 
it done. We understand that proposition. 

l\11T. L.El'NROOT. 1\Ir. President, I hope tlie-&mat'or wil not put 
.:orne of us, who- belie>ve it woulu be betteu to• po tpone the- turn_~ 
ing ba-ck for three or four montlis, among tliose who are- against 
returning-them ut all. I certainty um not one. 

l\Ir. ~DERWOOD. I ~o .not want my remarks to awls· to 
the Senator from \Viscon in at all, but I am talking about tlie 
men who du not want them returned at all, who want Govern
ment ownership. Of cot:rr. e they welcome the hour of delay, 
just as the man wl\o occupies my po ition, who belie-ves that 
they should go buck to the :rrrimte owners, wunts tll.em ta go 
there as . oon us it can I>e done. · 

But I. have gotten far afield from the real question that 1 
wanted to cull to tile attention of. the Senate. The charge has 
been made that if we- return these road to their owners we 
nr.e going to put a great burden on the American people unue11 
the terms of tlie bill. As I saicl, this is not a question of guess, 
it is not a question of theoiJ, it i rr question of abstract fuct 
We allow one-half of 1 per cent, in· tl1.e discretion of the commia
ston, to be used f01· the payment' of unpl"'du.cti\e ilnpro~s. 
and if the commission dE>sire" to use that discretion in the 
future it" may do so; but it has the diseretiorr now to increase 
rates without limit. So that is merely u discretionary ma:tte.r 
:l.Ild can be dismi .. sed a p11rt of the permanent charge. 1-'hey 
will probably haTe to do it; but it you do not pa s tlli.s bill t.Iley 
will Drobabi han:! to increa -·e tl1e freight rates. 

B'ut what doe the bill d'o? In the- period just before tile war
nn<l I mU say· in passing it "'Yas u -ve1·y good periQd for the· rail~ 
roa<ls--under the n:eight rates that were> e ;tahlished by ille 
conun:ission, refiec.ting the view · of the Congress of the United 

tn.tes, orr the a\eruge, for the period of three years, the r::ill
rond's o:f the country enrnetl on the value of their- p1."Uperty, as 
. ho ?."ll by the reports of the Interstate Commerc-e Commission, 

5.22 per cent. 1i think my .figu:res a:ue: corTeat. I . ·will ask the 
C:b.nirman.. of the: com:m.ittee o cmrree_t me if I am, wrong. 

1\11:. Ctnr::\l~S:. TJta> atnt:enmut juat made is. cor-rae~ as- I 
remember ~ Th only" su:ggestion I lllllke i.& t1iat this em:ning 
of. 5.2:1 per- cent- was upon the )_}T'O};re£ty investmen account. 

Jllr. ~ERWOOU.. The. prop&ty investment account as 
:tbm< b the- Intersta.te Com.merce Commission. 

1\b.: CUID.JJ:S .. 11 think: the In erstn:te 8ommerce Cbmmi-& 
sill 1J.as. rurr-err fi:sa:l it~ rt · · prorH~rty iuve. tmen.t aecount as 
r:epo1:ted by the V1lriou. · r:rilroau to the InteTstate Commerce 

ommi ·on. 
M:r. UNDERWOOD. I will mak-e tlH. corr ction in my statet. 

ment that the" property· inve&-tm.ent rreuount sihee moo has been 
made according to the dir~tion of the· Interstate Commerce 
Commission. 

:\Jr. CUl\Df~ . Th<tt i co~ect. 
~Ir. D7t'DERWOOD. Be~ re that. it waB- <?:lrried on the books 

and. made by the railroads themselve . The railroad& have 
nearly doubloo in "\'"a:Iu since 190~1 mean in their property 
mwstme.nt aecounts--so that that part we know is- correct. 
Tlie- part prior to tliut in some instances may re:ffect some 
watered stock, but in other instances it re:ffeat& a great increase 
in "''"alue. I fiave heard it . aida oy· members o:f tlie commis.-ion 
that. not in detaif but as. a whole, tlie inv-estment aeeount prac
tically reffect.- ti1e rear valu.e of the raih,on<l1 a. it would be 
ru ct>rtain~<l. 

l\lr. STA~"'\LEY. As I unuerstluntl the- Senator from Alabama·, 
if tile total cmpitali~ations- of tli.e- rniiroaus of tfie United States 
were-sold. at pnr·they woufd reQrotluee tite propertie1'3 upon which 
they nre· based at this tfrneT 

Jlii·. ~KID~"RWOOD. .~.: -<J·; I Uitl not make- any statement of 
tll:1t kind. r d-o not know about thrrt 

Mr. T"..l.SLEY. 'Tille property iiiT'esbnent account, I under
stand, is practieal'Iy tlie same as the- ootal capitnnzation. I 
should Tike to a ·k that que tion of tlle cbairman of the cern~ 
mi.ttee, if tfie. senutar· does- not know. 

l\Ir. UNDERWOOD. If the Senator will allow me, r should 
like-not to be cliverte(:l fl'om what I aTil' saying at thi time. 

The-rn.·opel·ty investment account, I ha·ve· understood fL·om the 
eommissfon, pr.actiea:Ily- represents a-s a whole the real value of 
tlie property. Some roads have it too illgh and orne too low, 
but when you take it for an of the railroads of the United 
State it is about a real reffection of value. On tll.at they 
earned for the- three year of the te t neriod 5.22 ner cent. 
What does the bill give tlrem? The bill give. tllem 5.5 p-er cent 
on the 'Value of the- propt!rty ru fixed' by the commission-not 
fixed by the- ra<flroad , not f:ixed by the Congre._. , but fixed by the 
commission. I take it that that is a substantial and fair com
papison of tll.e increa. e, and there i'3 no other increase. It i 
an right there. 

The- difference between .J .~ for tile three years pr: ceding tn.e 
war and'. 0.5 tliat i.s reftectecl in the bill is 0.28 per cent. r d•J 
not fr:rrow llow sou would fix:. the Yalue of the railroad. prop
erties; JOlT can. fix' it yoursel'e~. Some men snv they are 
worth $1T,OOO,_OOO.OOO, some 1 .000,000,000, some ·more than 
tlia.t, some Ie-ss than t.hat, but I bel1eve it is generally taRen 
by the coJ.l11llission that $18,000,000,000 refi:e.cts their book value. 
I-! the charges for freight rates are going to be less. they cer:.~ 
tainly are not go1ng: to- fie higher tiL.'Ul their own book value, 
and the commis ion fixing it at 0.:! fig11red on .~18,000,000,000 of 
\alue m.eans $'30,400,000. 

Mr. ST,Al,""LEY'. Do r unuerstarul the SenatgJ.: to state that 
tile commission. fi.x.ed tile "''"alue- of the ruilroads? 

l\Ir. UNDERWOOD. res; under the hill. 
1\lr. ST~"'LEY. I mean the Yalue as ascertained by the :mil

roads, upon the hill? 
1\l:r. ~ERWOOD: I do· not nnderstand m3 :Lriend. from 

Kentucky~ The bill· bases the rate-making bu. ·is of. 51 per cent 
on the- v.a.ln.e e:f the railmads) whicll is to be fixed by the com-
mis,'3ion. That is provid d in th~ bilL • 

Mr. ST~"LET. I und.erstaod the Senator from .Alabama:. to 
refer to the pr ent value o:f. the r·aiiroa:.ds, an<t their pas.t eai:rr· 
ings. I do not understand that that value \las- :fi.xed. by the 
cummissio£1) but it was- fixed by the: rai.Irou.Us under a system 
of baokkeeping pres<:tifled. by- the co.mmis ion. 

llir. ~DER"' OOD. Surely. Tlie- "''"aiues before 1!>06 we-re 
fixed by the railronifso absolutely. Sfuce- 10@6 they hrrve IJeen 
fixed by the ra-ilroads under lli.e rules anu regulations of the 
Inter tate C'ommerce- Commission, which was practicaUy tile 
making of them l:>y the commiSsion. The- varue aS<'ertaine<l, if 
l' recollect! aright, was sometliirrg like- $1H,OOO,OOO,OOO. r say, it 
is reasonable- to assume tfiat th~ eommission is not going abo'Ve 
tllat amount in fixing the value-. 

• 
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The Senator may contend that their yalue is less than 
$18,000,000,000. Then their earning capacity under the bill will 
be less, anu possibly there will not be any increase at all in the 
amount of freight rates. But assuming that the value of 
$18,000,000,000 in the three-year test period was correct and 
their earning capacity was 5.22 per cent, and assuming that 
the commission is not going to put the value above that when 
they :fL"': the value, and that that is going to be the extreme 
limit, then their increased .earning capacity under the bill above 
what it would have been before the war for the three test years 
is 0.28 per cent, or, reflected into dollars, is $50,400,000. All 
this talk about a $4,000,000,000 charge upon the American 
people, all this talk about a tremendous increase in freight 
rates under the bill, is mere smoke, a smoke cloud blown by the 
enemy to conceal its own operations. 

l\Ir. Sl\IITH of South Carolina. 1\Ir. Presiclent--
l\Ir. Ur DERWOOD. I yield to the Senator from South 

Carolina. 
l\lr. SMITH of South Carolina. The Senator means to say 

that whatever the increase for the freight of the entire country 
would be, it would be a percentage which in the aggregate 
would bring about $50,000,000? 

1\fr. UNDERWOOD. As fixed by the 5t per cent. 
Mr. Sl\llTH of South Carolina. As fixed by the 0.28 per cent, 

the difference between what they earned previous to being 
taken oyer by the Government and what they would earn under 
the percentage on the invested value. 

l\Ir. UNDERWOOD. Undoubtedly, except that, as I said 
before, and I am not sure the Senator from South Carolina was 
here when I said it, there is a discretion in the commission to 
allow them to charge to gross account one-half of 1 per cent for 
nonproductive improvements tliat heretofore were charged to 
net account. If the commission allows that, that would reflect 
into the return an additional one-half of 1 per cent. That, how
m·er, is discretionary with the commission. It is not in the 
bill. It is put in there to take care of an emergency if the 
emergency arises. 
- 1\Ir. Sl\IITH of South Carolina. I wish to ask the Senator 
if he thinks that under the bill the commission,_ in fixing the 
value of the property, which it is empowered to do under the 
bill, would take into consideration the changed conditions as 
to the value of property in general, and in fixing the value 
would they or would they not be justified in raising the value 
of the property now owned somewhat in ratio to the increased 
value of other earning properties not railroad? 

l\lr. UNDERWOOD. Of course I can not predict what the 
commis::;ion is goiiJg to do. We know what it has done in 
fixing valu s in the past. They say they are largely through 
with their work, at least three-fourths through, and they hav.e 
not reflected any such viewpoint in their present work. What 
they might do in the future I can not predict, but up to this 
time in their work in ascertaining the value of the railroads 
they have not reflected a viewpoint that would give an increased 
property charge along the line suggested by the Senator. 

Mr. SMITH of South Carolina. I will state the reason why I 
asked the question. The railroads previous to being taken over 
by the Go-vernment earned a certain average out of that 5.22 
which we bound ourselves under the transfer of the railroads 
to the Government to make good. It aggregated something like 
a billion dollars in round numbers. What is the Senator's 
opinion, with the increased cost of wages, with the increased 
expenses that ha\e been incurred by the Government and fixed by 
the Government, as to whether when we return them the $50,000,-
000 additional will enable the railroads to meet the responsibili
ties of increased wages and their increased charges? How will 
they live? 

:Mr. UNDERWOOD. I doubt whether it would, I will say to 
the Senator, if it were not for the fact that there is one-half of 
1 per cent in addition to the 5! per cent that is discretionary 
with the commission and that they can charge to gross account 
instead of to net account, which amounts to their increasing 
the compensation one-half of 1 per cent. I think that would 
take care of the situation, but if that is not necessary they do not 
have to do it. 

1\Ir. Sl\IITH of South Carolina. 1\fy experience in looking over 
the details that I have been able to get from the administration 
anu comparing the e:A-pense accounts as best I could with the 
ex."]1ense previously to the railroads being taken over by the 
Government leads me to ask this question. I know the Sena
tol· is inclined, if he will allow this digression, as all the bal
ance of us are, to the idea that the railroads must go back, but 
is there any doubt that for a considerable period the one-half 
of 1 per cent, representing the difference between G per cent 
'a.nd 51 per cent, plus the other one-half of 1 per cent, ,will be 
used to meet the conditions? 

Mr: ~NDERWOOD. That would only be a guess on my part, 
and 1t IS not worth any more than a guess. I am rather in
clined to think the guess of the Senator from South Carolina is 
correct. I suppose it is only a guess on his part. 

1\lr. SMITH of South Carolina. It is a little more than a 
guess for the reason I shall state. The railroads have an earn
ing of 5.22 previous to the war on their property with the in
creased wages; and we must not forget that there was a 25 
per cent increase in freight and in passenger rates made by 
the Government, in spite of the enormous tonnage incident 
to the period, the motive power and the rolling stock being taxed 
to its utmost, the tonnage carried per ton-mile in the country 
for the period of the last four years having been the greatest 
in its history, in spite of the 25 per cent increase on all cla si
fied freight and something like perhaps 150 to 200 per cent 
on some special commodities, and in spite of a 33 per cent raise 
in passenger rates, leaves a deficit of something like $200,000,000 
or $300,000,000 between the operating expenses and the operat
ing income. 

Taking those circumstances into consideration and allowing 
for the incapacity of new hands to nm the old roads as ef
ficiently as they were run in the hands of their masters, it is 
not reasonable to suppose that if they could only earn 5.22 per 
cent before the war and to now only increase it one-half of 1 
per cent to meet these enormous additional burdens, even the 
one-half of 1 per cent is going to take care of the situation. 

l\Ir. UNDERWOOD. I think the Senator is correct about 
that. I believe that under the terms of the bill the railroads 
can go back and function. What I am addressing myself to is 
the charge that we are putting an unnecessary burden on the 
American people in the cost of shipping freight. I do not think 
there is any Senator who will stand on the floor on either 
side, no matter what his attitude is with reference to tJ.e bill, 
and insist that we should cut down wages to meet the situation. 
We know that they can not cut down the cost of the purchase 
of their supplies, because nobody else can cut that down. \Ve 
know they can not cut down the price of money, because they 
have the great Government of the United States of America 
with its bonds competing with them tn the money market. So 
I think when Senators advance the argument that this bill 
ought not to be passed because. it is putting a great burden on 
the American people, there is no man who can come down to 
the facts embraced within the leaves of this bill and sustain any 
such position. 

If that argument is not sound, and if the basis of rate making 
is reasonable and imposes only a reasonable charge on the 
American public, what is the objection to the bill? It is new; 
it is something novel. Of course. that is an objection to the 
bill; it is an objection in the mind of every man. We like to 
walk out before the public, throw out our chests, anu say that 
we are progressi-ve, that our neighbors are reactionary. That 
is modern thought, modern style; but, nevertheless, it may be 
stated as a fact that no man comes out with a new proposition 
in relation to anything that objection to it is not raised until a 
large number of the people are convinced that it is right an<l 
that it ought to be adopted, whether it is right or wi·ong. Then 
a propaganda may be inaugurated behind it that will do some
thing in its favor. It then becomes progressive. Any new idea, 
however, until it reaches that stage of hatching is reactlonary. 
To men of that mind who have not analyzed the bill there is 
an objection to section 6, and one objection only, and that is 
that it provides an absolutely new basis for rate making. Why 
is that necessary? It is new, and I recognize the fact that it 
can be properly chaJlenged because it is new, for if n. change is 
going to be made a reason should be given for the change, and 
it should be shown that the change will pro<luce re ults for the 
good and not for the bad. 

The reason for this change is simple. The old sy tem broke 
down. There is not a man in America who can <leny the fact 
that the old system: of rate making would not work; it would not 
function. There could not be a schedule of rates arranged under 
the old system that did not either pay one road too much or 
another road too little. Under the old system of rate making 
great earning capacity was given to a few roads in this country, 
and the remainder of them were left hanging by their eyelids, 
ready to drop into the hands of a receiver at any moment. That 
was because the country was divided into three great rate-mak
ing districts, and all the railroads in the country ha<l to be 
measured by the standard of one or the other of those districts. 
If a ::.ystem of rate making were adopted by which road A was 
allowed to make enormous divl<lends in order that road n might 
'barely live, there was a cry against it, and it was said that it 
was exploiting the public, and the rate h~d to be reduced. 'Vhen 
the rate was reduced on road A it had to tie reduced at the same 
time on road B," because the rate had to be uniform, and road B 
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went into bankruptcy. If that bad merely involved the loss of 
money which had been invested in the road by its stockholders, 
it 'yould have been bad, although it might be said the public was 
not interested in that contingency, but the real proposition was, 
Had not the man who lived on road B as much right to trans
portation facilities to carry his products to the final market 
of consumption as the man who lived on road A? It is not a 
que~tion of the o·wnership of the stock; it is not a question that 
applies to the individuals who are engaged in the railroad busi
_ness; but it is a question of the -right of the citizens of the United 
States to have transportation facilities to the ultimate market. 

The Congress of the· United States is not living up to the 
responsibilities that rest on it unless it be willing to write legis
lation on the statute books that will enable the weak road to 
function 'for the benefit of the clientele that lives along its line 
as well as enable the strong road to operate. Why should a man 
who bas a factory or a farm on the Pennsylvania Railroad have 
in the eyes of the law a better right to carry his products to the 
ultimate market of consumption than the man who lives on the 
Baltimore & Ohio Railroad? Yet the fact is that 80 per cent 
of the freight and passenger returns that maintain the rail
roads is obtained from the long haul, and that only 20 per cent 
of it comes from the short haul. 

In the case of competitive lines, whether or not the rate iR 
fixed by law, bo'th roads have got to carry the freight at the 
same price, or all the' freight travels along the line of the 
road that carries it the chen.pest. · 'Ve long ago recognized the 
fact that it was not possible to establish · a freight rate that 
would afford reasonable compensation to a weak road and 
a lesser freight rab that would be reasonable compensation to 
a strong road and then have the weak road charge the higher 
rate and do business; that was found to be impossible. For 
the competitive distance the weak road had ·to haul the freight 
at the same price as the strong road, or it could not do the 
business. 

The result is apparent in the tendency to take the more pros
perous roads, make comparison of their earning capacity, es
tablish freight rates on that basis, and then leave the futm·e 
of the weak roads to be worked out as best it could, with the 
consequence that there has been a continuous procession of 
the railroads of America going into the hands of receivers, 
.and there has been a continual complaint by the shippers of 
this country that they could not get the car facilities neces
sary to the conduct of their business. 

1\:lr. SMITH of South Carolina. Mr. President, if the Sen
ator will yield, is it exactly stating the whole facts in the 
case as t() the weak road and the strong road to say that, uy 
establishing a rate that would enable the strong road to earn 
a dividend out of all reason on the capital invested; the weak 
road on the same rate would scarcely be able to live? Was 
the fault entirely with the rate, or was ·it not largely due-l 
do not know to what extent-to the power of certain strong 
companies, outside of the personal direction of the freight on 
the part of the shipper, to sell their tonnage to other strong 
roads, divert traffic 'vhere they pleased, and thus deny an 
equitable division of the traffic of the country that would 
enable the so-called weak roads to exist under the rate that 
had been established? 

:Mr. UNDERWOOD. I think the Senator's statement is 
correct to a certain extent; there is no doubt that certain 
strong roads, while not directly pooling, could <leliver their 
freight to certain other strong roads, and in that way build 
up a business that- was detrimental to the weaker roads. 
That is probably especially true of what is called short-line 
railroads. But that was only a part of the equation. It was 
partially responsible for the evils complained of, but the main 
cause was that the weaker roads did not have a sufficient 
freight and passenger rate to sustain them. As to the matter 
of which the Senator speaks, this bill endeavors to correct 
that trouble and, in my judgment, does correct it. 

1\Ir. SMITH of South Carolina. I made the suggestion be
cause of the argument that we were attempting now to base 
the rate · structure on the aggregate value invested within a 
rate district rather than on what is termed a reasonable re
turn upon the property invested, which is another way of say
ing the same thing, the only difference being the basis of cal
·cu1ation. If within a given .community the Interstate Com
merce Commission were given the power at certain terminal 
points . to distribute the tonnage, would it not largely obviate 
the necessity under which we have heretofore rested of legislat
ing fTom time to time to cure these inequalities? 

1\lr. U:KDER,VOOD. I do not think it was practicable to 
do so under the old system. 

Mr. SMITH of South Carolina. I think it was impossible, 
and therefor~ I am saying, in commendation of those features 

of the bill, that making the rates uniform was absoh:tely mis
leading and destructive unless there were some w·ay provided 
of equitably distributing the tonnage so as to gh·e the same 
basis of earnings to roads operating within a given district. 

Mr. UNDERWOOD. I think that is necessary, and that is 
covered by this bill. I agree with the Senator about the neces
sity for an equitable distribution of the traffic. I take it that 
the primary point that we are after, and that every. Senator 
here should be after, is service to the public. That is the ques
tion that we should meet-service to the public. Of course, the 
people who have money invested in this property should have 
their property taken care of. I am not one of those who believe 
for a moment in confiscating another man's property. I do not 
believe in doing it by freight rates or by any other method, 
but I do not contend that that is the primary object of this 
bill. The question of the value of this property to the owners 
is a secondary consideration in the great problem that is con
fronting us to solve to-day, that of seeing that the American 
shipping public have carriers of freight and passengers at their 
doors that can properly serve· them. 

1\lr. SMITH of South Carolina. Mr. President, I do not 
think it will divert the Senator, but right at that point I want 
to ask him what remedy he would suggest, because it must be 
provided for in this bill now or later? This bill is predicated 
upon a standardized condition in this country, upon the idea 
that we are going to divide it up into certain rate-making 
groups, take the value of the property within each of those 
groups, and then upon that value allow the roads within a 
given group to earn 6 per cent on the aggregate property there. 
What provi3ion is made for the building of new railroads in 
undeveloped territory? 

The Senator recognizes, as I recognize, that this country is 
not standardized, and that there are communities into and 
through which railrol\(ls should be built that are not developed 
that could not furnish sufficient tonnage to live on anything 
like the standard return that is now provided for, and the ~over
head charge, the necessary expenses incurred in its production, 
would have to be taken care of unless the railroads that own 
the lines contiguous to that country laid aside a sufficient sur
plus out of the earnings above the 5~ per cent to build the road 
and still be under the rate of 5! per cent. · That ineans that 
new railroad construction in this country ceases with the 
passage of this bill unless some provision is n:iade now to take 
care of new ventures until they can absorb the overhead charges 
incurred in construction. 

Mr. UNDERWOOD. I am in accord with the view of the 
Senator about developing new lines of railroad in undeveloped 
territory. In certain portions of the East and the 1\:liddle West, 
probably, that is not necessary, but, undoubtedly, in portions of 
the South and far West the development of new lines of rail
road is necessary and should be encouraged. I will say to the 
Senator, however, that the section I am now discussing, sec
tion 6, in no way militates against that, and the new· scheme of 
fixing railroad rates does not militate against that, because the 
present rate that is being fixed in this bill is at least twenty
eight one-hundredths of 1 per cent greater than they earned 
before. 

Mr. Sl\IITH of South Carolina. Oh, yes; that is all right. 
Mr. UNDERWOOD. So there is nothing here that would 

{llilitate against that. Now, at the end of the five years in 
which this 5! per cent rate is fixed it goes back to the dis
cretion of the commission to fix the basis of the rates, just 
where it stands to-day. 

1\fr. SMITH of South Carolina. I understand that. 
Mr. UNDERWOOD. So that it is impossible for anything in 

section 6 to militate against the building of new roads. There 
may be something elsewhere in this bill that may militate 
agninst that. 

1\Ir. SMITH of South Carolina. Yes; but what I was speak
ing of was this : Within five years this basis will operate, but 
my idea was-and I do not know but that we may find that that 
is a fairer basis-that if the Interstate Commerce Commission, 
under the power granted in this bill, will scrutinize the securi
ties, the real property devoted to the public use, and will 
restrict the roads issuing these securities or investing the 
money to the use of that money on their own individual prop
erty and carry out the purposes of this bill, it is my opinion 
now that this is perhaps a fairer basis of calculating what a 
uniform rate would be than any other that possibly may be 
found. Now, of course, I am not committing myself to the 
diversion of the excess to other purposes. 

Mr. UNDERWOOD. I understand. 
Mr. SMITH of South Carolina. But I am saying that it is 

my opinion that the initial method will be found to be more 
equitable and just. If that be true, then it will be perpetuated; 
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nnd I take it that we are now legislating, perhaps, i:nore wfth 
the i<lea of standardization, of fixity, in our minds than that 
,Ye are yet in the crescent period, in the developing period~ 
aml that while we are legislating to bring aoout an adequate 
enke to the public that are now supplied with raiJ.roads we 

must not lose sight of an incentive to still further consh·uct 
railrEJads and develop this ci>untry. 

Mr. Ul\'TIE'RWOOD. I agree with the Senator thoroughly; 
but there is nothing in section 6, the new b~s of rate ~n~, 
that affects that question at an. If there IS anything m ~s 
bill that can affect it, it is those proruions of the bill which 
relate to GoV"ernment ·upervision of the issuance O'f railroad 
securities. 

Mr. SMITH of South Carolina. I beg the Senator,.s pardon. 
Is he discussing section 6 alone, without reference to the gen· 
ernl provisions of the bill? 

1\h·. Ul\'DERWOOD. Of course, I am glad to answer qu~
tions on the other point, but the matter tliat I was particularly 
diseus inO' at this time was section 6. Of course, howe~er, I 
recognize

0

the fact that probably ~e great railroads of_ the West 
,yere built and could only be built, from a speculative stand· 
point. Th~y haTe been condemned many time , and are to-day, 
on the floor of the enate, because they sold their bonds and 
then "'a'e a share of stock with each of the bonds. Howe,er, 
ti1ey ~ere going through an undeveloped prairie or a trackless 
forest. There was nothing there to develop business. The man 
who put his money into them was not ·willing to do it on a 6 
per cent basis or a 7 per cent basis, because he could get that 
by lending it on safe mortgages at home. It had to be a specu. 
latlve venture, or you would not have gotten the money, an? 
they did speculate. The investor in those roads got Z of sec~l
ties for $1 of cash, and he went in and built up a ~eat emptre, 
pot towns ::mu cities in it, and mines and factones and great 
consuming population , because he '\'\'"as re!dy to nl'akc the specu· 
lation. 

That was all right in a primitive country, in a tleyeloping 
country; but the people of the United St~t~s hav-e passed beyond 
that. They say to-day: "We are not willing for men to speeu· 
late in that way in the securiti~ of the common carriers that 
mnst giYe us our outlet to the markets, and put their charge on 
us. · 'Ve want a dollar invested to be accounted for as a dollar, 
and we do not want to pay freight returns on anything more 
than the dollar actually invested." · · · 

That is the sentiment of to-day. It is the sentiment I am in 
accord with to-day, without criticizing the speculatiV"e building 
of the railroads of the past. 

Of course, this bill has within its leaves a Government super. 
vi. ion of the future issue of railroad securities. How far that 
may go to prevent and to inter.fere with the speculatiye de,-elop
ment of railroads in new terr1tory I can not say, but the laws 
mu t be uniform. '\Ve can not eat our pie and keep it, too. We 
have got to take one horn or the other of the dilemma; ancl: I 
do not think there is any question that the country as u whole 
wants, from now on, n definite understanding as to what it costs 
to de\elop a railroad, how the dollars are expended, and whether 
or not its freight rates must bear- the burden of watered stock. 

1\Ir. SMITH of South Carolina. I understand; but the Sen~tor 
would not pretend to say that the del:D-and in the standardized 
sections of our counh·y for uniformity would preclude the possi
bility of independent communities, not attaehed to any railroad 
system now, building a railroad, inClll'ring overhead ~arges, 
furnishing this convenience to an undeveloped commuruty, and 
being given exceptional privilege~ in those- pa;ticular cases to 
brlnO' that community ultimately mto accord w1th the developed 
condition of other communities? 

ur. ~"DERWOOD. I do not think so; but, of course, that 
will be a question for the future, becau~e, w·hether this bill 
passes or some other bill passes, a bill is going to pass the Con
gress regulating the issuance of railroad ecurities. The Sena. 
tor from South Carolina knows that as well as I do. 

:Mr. SMITH of South Carolina. Oh, I understand that ; but 
no provision whate-rer is made in this bill that I can find, except 
an amendment that was put in the oth-er eyening by the Senator 
trom Montana · [~Ir. W .usH], taking care of this feature in a 
limited way. It goe without saying, however, that whenever 
you restrict the railroads to an earning based upon standardiza
tion and tonnage plu the capital invested, as in the ease of the 
old railroatl and then put into the hands of a Federal an
th9l'ity t11e t-f,...ht to say where, how, and wh-e-n railroads shan 
be built, if thi~ become · the fu:ed policy of this GoV"ernment ~~ is 
the end of railroad con truction, except as feeders to hnes 
\vllere necessity compels them to be built, so far as the United 
States is concerned. 

l\h:. UNDERWOOD. Assnmlng, n I tliu a moment ago, that 
~ither- tbi · bill or ome other bill regulating the issuance of rail· 

road secll.rities is going shortly to pass Congress--and I suppose 
that if any man \Yere so bold as to mo-ve to strike those pages 
fro-m this bill, there is no- pl'obability that he would get any 
Tote but his own, because there is a _fixed sentiment that the 
Government should regulate the issuance- of railroad secnri
ties---

Mr. SMITH of South Carolina. I do not want the Senator 
to misunderstand me. I think that of all the provisions in the 
bill, this provision that empowers the commission to scrutinize 
and determine the character of railroad securities is the most· 
needed one. Had tha.t been passed years_ ago and religiously 
ob erved, certain abuses that haV"e brought about a condition 
in the railroads that we nre now complaining of never would 
have existed. Railroads have been wrecked, as tl1.e Senator 
h.Llows, because of the issuance of fictitious stock. I think that 
is essential; but I think we ought to write into' the law a broad 
provision in reference to the building of new roads. 

Let the se'Cnrities be passed upon by the commission, but grunt 
the power to take care of the o\erhead chal·ges after the roads 
are constructed. 

Mr. UNDERWOOD. I will say to my friend from South Caro· 
lina that if there is any provision or amendment that he cnn 
write to this bill that will not destroy Government supervision 
of rnih'oad securities ami yet will encourage the building ef 
roads in new territory at the same time~ I shall be glad to sup· 
port it. I just have not the ability myself to put it ou paper. 
I do not see the way. But if such an amendment can be. offered, 
I will be glad to support it. And I am not controverting his 
views. But all I say is that the only provisions in this bill that 
are affirmatively against the development of a new railroad 
system, or that could be construed that way, are- the provisions 
that require Govel'nment supervision of the issuance of securities, 
about which the Senator and I agree that there probably would 
not be a \Ote in the Senate cast against them. 

l\fr. Sl\IITH of South Carolina. Ko; I think not. 
1Ur. Ul\TDERWOOD. That is all there is to it. N'o man can 

contend for a minute that the provisions of section 6~ fixing com· 
pensation, make it more difficult for the building of new rail
roads. because section 6 provides for a furthe.1· increas<; not so 
very much greater, but for a greater increase in returns on 
stock than has ever been made before, and I tllink with a new 
basis of rate making, placing it on their return on value, instead 
of primarily on service that ultimately must be reflected in 
value; and as an evidence that the Congress of the United 
States is willing to try and do what is fair by these raih'oa.d 
systems I think the passage of this bill will have a strong tend
ency to encourage the investor, ancl a Yet·y much sn·onger 
tendency than anything that has occurred in the last decade, to 
put his money into the development of new lines of road in new 
territory ·where there is a chance for a reasonably profitable 
return. 

I see nt:~thing in this bill whatever that would militate again t 
the development of new roads as compared to present comli· 
tions if you admit that the provisions in reference to the issu. 
ance and supervision of securities. by the Government are going 
to become law. because that is all there is to it. Of course, that 
takes out the speculative feature, the watered-stock featUI"e, 
and brings it down to the solid basis that a dollar invested 
means a dollar to go into the railroads, and only a dollar must 
earn interest and be paid by the shipper of freight. So that I 
see nothing in that. 

Now as to dividing the country into illstrict in rate mal~ing, 
it is di~Wed now. The rates o:f this countl·y are based in three 
separate districts. Under tlle terms of this bill tile rate making 
will be in three ~eparate districts, following t.he geographical 
lines as they are to-day. The question is simple; it is accurate. 
Tbe investor will know what he is going to get. The man wbo 
ships his freight will know what he is going to pay. 

1\Ir. STA!I.LEY. Let me ask the Senator, Does the bill pro
vide for m01.·e than thl'ee districts or zones as a basis for rate 
making? 

J\Ir. UNDERWOOD. I think that is all for rate making. 
-There are some features about consolidation of railroads that 
divide it up into 35 or more systems; but that has nothing to do 
with the rate making. 

Mr. SMITH of South Carolina. The l>ill does not prOTide for 
any rate-making gron}>s, except the divisions which yo_? speak 
of for consolidation. So the11e will be between 20 and 3;). 

1\11·. UNDERWOOD. No. Section G prondes that-
In dividing the country into districts a~d the car~ ~to. rate

makin-g groups the commission shall have m view tbe s1m1lanty. ot 
transportaton and traffic conditions therein. Uates. of t:rnnsportation 
shall at all times be just :rnd rea ·onal>Ie anll . ulliClent to pr9duce a 
reasonable return upon the aggTegate value of the. propcl'ty m each 
rate g?oup nsffi or beld !or the sel'Ticc of trans11ortatiO·n. 
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As I understand the bill, it contemplates that the commission 

shall establish three rate-making districts. 
1\Ir. SMITH of South Carolina. As the Senator knows, on 

account of conditions over which I had no control, I could not 
. be present during the discussion of the bill by the full commit

tee. But I have not seen anything in the bill that indicates any 
rate-making groups, outside of the consolidation groups pro
vided for. I think the Senator will find, by a study of the bill, 
that it makes the rate making and the consolidation coter
minous. 

1\lr. UNDERWOOD. No; I do not so understand the bill. I 
can not put my finger on the provision now, but I think the 
consolidation groups have nothing to do with rate making. The 

, commission is to establish these rate-making groups in three 
zones. But that is. not very material, because that could be 
changed. That is a mere detail. 

But here is the change. To-day there is a southern rate
making group, which embraces the territory in which the Sena
tor from South Carolina and myself reside. The rates are 
made up not on the value of the property directly but what is 
a just and reasonable return for the service rendered. That 
is reflected in so many cents per pound for the shipment of 
cotton, so much for the shipment of iron, so much for the ship
ment of the other products in our southern district. But in 
the end it must reflect itself in dollars, because it must be just 
and reasonable. What does that mean? Reasonable to the 
shipper and just to the railroad. ·what is just to the railroad? 
It means an earning capacity sufficient on its capital investment 
and its expenditures to reflect a reasonable return on the value 
of its property. 

But you leave that problem uncertain as to what is going to 
be a fair return. You guess at it in freight rates as to what 
is going to be a reasonable return on the property. You guess 
at it in establishing a freight-rate-making system, and that guess 
is being attacked by the shipper, who wants to pull it down, and 
by the railroad manager, who wants to pull it up. 

This bill abandons that system. It simply provides for 5! 
per cent interest for the next five years on the value of the 
property. There is no watered stock in this proposition, no 
uncertain seeurities. In .fixing the rate basis in this bill, it does 
not make a particle of difference to the public whether the rail
road has harl watered stock in the past or whether it waters 
the stock in the future, because the bill has nothing to do with 
stock and stock values. It is the real value of the property 
that is considered; and the bill says that upon the value of 
that property the owners for the next five years shall be en
titled to a return of 5! per cent. That is all there is to it, 5! 
per cent, which I say no man in this day and time can say is 
an unreasonable return. At the end of five years the same dis
cretion will be exercised by the commission, to fix what is a 
reasonable return upon the value of the property, that is now 
exercised by them to fix what shall be a reasonable return 
upon the value of the service rendered, and it is only a question 
as to whether it is more equitable and just and reasonable to 
fix the compensaticn upon the value of the property, and recog
nize that in the beginning, than to try and reach what is 
equitable and just on the property by taking a particular rate. 

I can see no reasonable objection to the acceptance of section 
6. On the other hand, I believe that section 6 will enable the 
railroads of this country to be placed on a more stable financial 
basis, will enable them to sell their securities so that they can 
get the money to pay back what they owe the Government, and 
sell their securities so that they can make the betterments and 
improvements that are necessary to serve the public. 

\Ve must not overlook the fact that these railroads owe the 
Government of the United States $1,000,000,000, and that to pay 
it back to the Government would reduce the taxation ultimately 
to that extent. They have no way of paying it back except to 
earn the money in freight rates or to sell their securities; and, of 
course, you could not put a freight-rate charge of $1,000,000,000 
on these railroads now and make them return the money at 
once. So that the only way for the Government to get back its 
money is in the sale of securities by these corporations. 

I believe that this bill will stabilize these securities, will en
able them to place them on the market and sell them, so that 
they can get. the money to pay the Government, and also enable 
them to get money to make the new developments, to build 
double tracks where double tracks are needed, and to buy ad
ditional cars where more car facilities are needed by the 
public. 

There is no objection to section 6 that I have heard on the ot11er 
end of the line. The bill fixes the basis of the intake the charge 
on the public for freight rates as based on 5.q per cent on the 
value of the property. But it does not limit the earnings of 

the railroads to 5i per cent. That does not menu that all the 
railroads in America are going to earn 5-! per cent, not by any 
means ; or that they are going to get 5! per cent, not by any 
means, because they have to earn it before they get it, just as 
they do now. The 5! per cent is merely a basis for .fixing the rates . 
The Interstate Commerce Commission must fix as the basis of 
their rates an amount that, as near as may be, will reflect 5t 
per cent return on the value of the property. But if a railroad 
can not carry freight and passengers and can not do a business 
economically sufficient to earn it, it can not earn the 5! per 
cent; and, as a matter of fact, most of them will not do so. 

Mr. SMITH of South Carolina. Mr. President, I wanted to 
ask the Senator if he had made a study-and I presume he 
has-of the different values placed upon the railroads through
out the country. Take them down on the coastal plain, where 
there is scarcely any grading and where conditions of cheap 
building exist. The capitalization necessarily is less than for · 
roads that run at right angles to the coast and intersect our 
mountain country. 

The cost per mile in different parts of the United States 
varies as geographical conditions vary. Under this provision, 
where the road has cost enormously more than other roads, 
would not the freight necessarily in that section be out of all 
joint with the freight under this iron-clad rule in the section 
where the roads cost less? 

Mr. UNDERWOOD. It ought to be, but it can not be where 
it is competitive, because the other road can not increase its 
freight rates above those of its competitors. 

I think the bill has a provision in it that will aid that situa
tion where it is not a competitive road. There are railroads 
that build into mountain territories at great expense, without 
a great volume of freight to be handled, where it is very much 
cheaper for the people who live in that territory to have the 
railroad at even a higher rate of freight than it is to wagon 
their produce over the mountains. People of that kind could 
well afford to pay, and it would be cheaper for them to pay 
double the freight rate that is paid in other sections of the 
country and they would be greatly benefited by so doing. 

That can be done under the bill in the discretion of the 
commission in the adjustment of freight rates to a large extent 
where the commission desires to exercise that discretion, and 
it may be helpful especially in the case of the short-line rail
roads. But it is impossible to do it where there is competition. 
It is not done to-day where there is competition. A road that 
goes over the mountains and has the long haul and the difficult 
way of getting to market, the costly carriage, does not want 
a freight rate fixed that is commensurate with the service 
rendered when it is competing "\.vith a railroad. which runs over 
a shorter line, through valleys, at less cost of building and 
cost of actual transportation, because if it had it the other 
railroad woulll get ull the freight, as I said awhile ago, and 
the road, of course, would be put out of business. It would 
not carry any of the through freight. However, I think the 
hill within its provisions carries, as far as is possible to do so, 
the discretion to the commission to relieve the situation referred 
to by the Senator from South Carolina. 

There is another provision that I wish to discuss, and that is 
the pay of the railroads. The bill allows a railroad to earn 
up to 6 per cent. Then, if it earns more than that, out of what 
it earns between 6 and 7 per ~ent it can retain one-half of 1 
per cent, and above 7 per cent it can retain one-fourth of 1 
per cent of all it makes. 

Some have asked why should you limit the earning capacity 
of the railroads? That same question was asked 30 or 40 years 
ago-most of u.s were boys at the time-when the original bill 
was passed to allow a commission to r~gulate the freight rates 
charged by the railroads of America. The men who owneu 
the railroads in that day said, "Why, this is our private prop
erty. The Government has not any right to step in here and 
say what we shall charge for the carriage of persons and prop· 
erty. No; this is our private property, and we have a right to 
charge what we want to for it." Nevertheless, the Government 
did establish a commission to fix and determine what the rate 
was, and ultimately, in 1906, made it absolute that the Govern· 
ment had the right to fix what the rate for the carriage of prop
erty should be and the Supreme Comt of the United States 
has sustained it all the way through. 

What is the difference between directly and absolutely and 
unequivocally saying, so that everybody can know what you 
are doing, that the earning capacity of a railroad shall be lim
ited to 6 per cent, and having the commission in an indirect 
way say that the freight rate for hauling a bale of cotton shall 
be so much, and for a bag of potatoes so much, and for a bull 
yearling so much, and that the charge for other commodities 

/ 
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going o-ver the railroad . ball be limitro to so much in the ag
breO'ate, saying to the railrond, "You shall not e-arn more than 
that amount." 

It is exactly the same propo ition in pt.·inciple, and the same 
question that is raised to-day, that we have no right to limit 
the earning capacity of the railroads, was the song of the men 
who attempted to prevent a commission to regulate railroad 
rates lll()re than 30 years ago. 

Mr. S~IITH of South Carolina. Mr. President--
lli. UJ\TDERWOOD. I yield to the Senator from South Caro

lina. 
l\ir. S~IITH of South Cnrolina. I do not think the Senator is 

going to use that a. a parallel in this instance. The court de
cided, and we lulve Jived up to it since, that the Government has 
the right and the power in the regulation of interstate commerce 
to y what is a fair return fur carrying a given unit of freight 
for the eonmnmity or the individual. A certain amount is just 
and fair; but after it has established that as fair to the shipper 
and fair to tlle railroad, then the number of units that the 
carrier hauls spells the profit that it gets, and if it carries 
fonr times the gi\en unit it gets four times th:at amount of 
profit. 

Under this proposition you fix what is .a fair and reasonable 
rate per unit of freight on the bale of cotton or the bull yearling 
and then you say, "After you haye earnro .a certain amount we 
are going to stop you." In other words, it is like the 1aw with 
reference to national banks and banks in the ev-eral States. 
There are different laws restricting the amount of interest 
banks can charge. I say, " You Shail not charge more than 6 
per ~ent on money." I do not say to the bank, "~o. you have 
earned an ~~gate of 50 pet· cent in reference to your capital 
or 20 per cent in reference to your capital, :md I run going to 
take the surplus.." I simply say" "Fo1· the service of iending 
100 we will ,1.et you have $6. The more hundred dollars you 

lend the move six dollars you ga" The bill says, "'.rTo, the 
more hundred dollars you lend, the mo1>:e six: dollar you get up 
to a certnin point, and th"C balance I take, so that the more 
sen-ice you render the less you g-et." 

Mr. UNDERWOOD. I do not think the Senator '\"'isualizes 
the neeessity of the bill as I see it. It is true that we fixed 
freight rates in the past by saying what was a reasonable return 
on a bu.le of cotton, and then we let a man make just as much 
a he could out of carrying bales of cotton. 

Mr. SMITH of South CaJ'Iolina. At that rate. 
lfr. UNDER,VOOD. Yes, at that rate.. That wus regulating 

the amount of his return becau~e if he diu not ha\e any other 
commodity than cotton to carry, and there were only a certain 
number of bales of cotton in his neie,oflborh()Q{} and con~auous 
to his road, we absolutely ~ his earning capacity as· the 
bill would fix it. 

Of coul"'Se, we made th<>~e rates uniform throughout a section 
of co1.mtry, and if one railroad could carry lllOre cotton than 
another, reflected back into its capital, it had a greater eaming 
eap.a.ctty than another. _..., 

That , ystem might not have been bad. It might not b~se 
been unjust. It might have been workable if all railroads were 
operating under the same conditions; but they were not and 
are not, ana they came up against the proposition that one 
railroad was making money and anothel' one was going broke. 
We hnxe got to meet the condition which the Senator from 
Soutll Carolina reflected a mDment ago w-hen he said one road 
had to carry freight under a \ery much more costly conditiQn 
of carriage than another. You ean not do it under the old 
sy tern of ba ing your rate and your earning eapaeity exclu
sively on a reasonable return for t~ cost 'Of carriage. The 
neces ity has arisen th~t a freight rate should be sufficient to 
allow the railroads to realize an earning capacity that mll let 
them properly serve the people who li-ve on the lines. 

llr. SMITH of South ~1.rolina. I was called out of the 
Chatnber for a moment. Unless it be for what they call the 
public nece sity, I can not exactly see the ju tioe in saying 
that on the aggregate property compri ed in a certain zone 
the rnte hall return 5~ per cent. It is compo eo of se'\eral 
individually owned J:oad . 

Road A by thrift and economy is permitted to earn 5! per 
cent on the capital in-vested, and the rate on the commodity 
i bn.sed upon that. By thrift and economy and enterprise and 
g-ood will and service it cart"ies a tonnage o-ver its road that 
bring in 10 per cent. 

Road B, by circum tances the reY.erse of those, earns only 4 
per cent. Road B has not practiced thrift, economy, or enter
prise; it does not earn it. And yet the thrifty road is cut 
<lown to where it must gi\"e up all abo\e 6 per cent and the 
fractions that are al1owed under -certain conditi<m ·, and the 
excess is used for the purpose of lending to what are called the 

weak roads or unfortunate ron(ls. There is no incentive for a 
road to earn other than the 51 per cent, to practice any economy, 
to cut down the expenses of any of its officials, and to prac
tice those things that would bring a larger return. It knows 
when it eomes to tlle 5.1 per cent thnt, so far as it i concerned, 
it is working for orne other road than it elf. 

Mr. Thom wa a railroad executive, but I quote him becau e 
his illustration seemed to me to be apt. He said a railroad, 
by practicing the virtues I have mentioned, in 10 months 
earned 5! per cent. The road contiguous to it takes 12 months 
tD earn the 51 per cent. All the tonnage hauled by the first 
railroad in two months is given tD the public as a gratuity. 
That road is then absolutely hauling and earrying units of freight 
and passengers absolutely for nothing, because within the fi:t·st • 
10 months it earned all the Govemment ·would allow it. It 
could not stop functioning; it had to keep on operating and 
piling up a surplus to pay other roads that had not practice<l. 
the same thrift and the same economy. 

1\1r. UNDERWOOD. If ~ Senator will allow me, I think 
that i · exactly the argument that was ma<le 30 ears ago. 
There is nothing new aboot it, except that conditions ha\e 
absolutely changed. The argument is ju t exactly that em
ployed by the gentlemen who owned the railroads 30 years 
ago, that Congress had no t•ight to put any limitation -on 
thcir earning capacity. If, for the hauling of wheat to market, 
1·oacl A can charge a -certain freight rate and can get it from 
the shippers, and road B can not get it and can not mo\"-e 
the freight, is the Senatm.· going to ay that road A shall 
not charge that freight rnte if it can make the people on tits 
road pay it? 

:Mr. ~ITTH of South Carolina. No. 
Mr. UNDER"·oon. That is the argument now, and--
1\Ir. Sl\IITH of South Carolina. No. 
l\fr. ~'DERWOOD. And, 1f the Sena.tor will allow me, that 

wa the argument made by the railroads 30 years ago. I t ke 
it that the Senator from South Carolina -does not insist that 
we --can not proTide "1lat is a ju t and reasonable return to 
l'ailroads, but be i 1nsisting that we are taking away tbeit· 
incenti\e to "'erviee. Let us see bow rar we 'Shall take aw~ y 
that incenti\·e. 

Mr. S~IITH of , uth Carolina. Before the Senator goes 
any further, I should like to make my position clear in connec
tion with the 1·eferenre th-e SenatQr made to the railroads, saying 
"Thi is our prtrn.re property, and we ou,.llt to be alloweu to 
charge what we please." They have, however, been impre~. 
with a public character; eveiJ·one recognizes that they are 
public utiliti~, and that the Government has a right to ·· y 
what is a just and r€'asonable charge on a given ommo<lity 
taking a ge-neral average and having regard to a prope-r return 
on the moll'Cy invest€<1. Now, going further than "-e h!n·e 
ever goo-e before, they might ngree that on tll aggregate 
propet·ty within a given district the return should reach 5} 
pet· cent, and. that according tQ tonnage arnl to the general 
conditions they would fix a 1>ate to bring 5-} pet· cent. Thev 
figure up the amount of tonnt~ge there antl the rate eacl1 .of 
the articles that make up the tonnage s'baU h nr iu or "'l" 

to produce 5-! per eent. That is fixed. Then it is said to 
tbe roads: "Go to it; here are the mnditions under which 
you are to function." Each one Qf them tarts out. Eacll can 
earn 5! per cent. One road does all in its power to compete 
with its fello,...-s ami to get as much uf the freight RS it can, 
because the rate is bused on the value of th aggt·ee:ate property. 
When that road bas obtained th-e tonnage and the 1asseng -rs 
and has reached the . 5~ per cent point of return it -ceaSE".· to 
enjoy further returns for services that it renders. In other 
word , when we fix the rote anti say, "This is what you nre 
allowe<l," if the earrier earns more than that anu w take any 
of that return from the carrier 'One of two thing. i certain: 
'Ve have not fi.:red a fair and just rate to the shipper and wllnt 
we take is the shipper's money, or it was a fair and just rnte 
to the shipper and it is th railroad·s money. 

Mr. UNDERWOOD. l\ow, let me ask the Senator a question. 
There are one or two raHroads-I have <me in mind-that I 
understand were earning before the war 30 per cent on th ir 
stock. 

1\.Ir. SMITH of South Carolina. Tllat was not on the ...-alue of 
the propa·ty! 

Mr. UJ\TDERWOOD. On their stock; not on the vnlu of 
their property. Would the •Senator be willing to say becm~~ 
one road can earn 30 per cent on its stock that all other roads 
should earn 30 per cent on their stock? 

Mr. MITH of South Carolina. No. 
Mr. UNDERWOOD. I know the Senator would not. 
Mr. S:liiTH of South Carolina. I am saying that if we strike 

an awrage and take all the roa<ls and put them all in the same 
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condition and say, "This is the charge; this is a reasonable rate 
to the public based, under the new conditions, on the value of 
the property which you have invested; we are going to allow 
you so much on the unit carried," and the railroad gets busy 
and tries to increase the number of units that it carries, both 
as to passengers and as to freight-! say that once having fixed 
the rates and said, " This rate is reasonable to the shipper and 
reasonable to the railroad," having fixed it on the basis of a 
return of 51 per cent, and one road in a given group earns more 
than 5! per cent, either you have fixed an unreasonable rate 
per unit of freight and passengers and the shipper is entitled to 
a refund or you have taken from the railroad what it is justly 
entitled to. 

Mr. UNDERWOOD. I will tell the Senator-
Mr. SMITH of South Carolina. I say--
Mr. UNDERWOOD. I want the Senator to conclude. 
Mr. SMITH of South Carolina. I will conclude with this 

statement: I have heard the argument advanced-and what
ever weight should be attached to it those advancing it are at 
liberty to attach-that the Government is justified in taking 
this money in that it is to be used for railroad purposes. Then, 
there ic;; impressed by indirection and not by direction a tax 
on a given road over and above an excess profit tax assessed 
and collected for the benefit of other ·carriers. 

Mr. UNDERWOOD. I will say to the Senator that perhaps 
if he were visualizing this proposition entirely from the stand
point of the rallroads and their invested capital, I could under
stand his position and I could concede that his argument might 
be sound, based on the standpoint that if they were all in a 
race for mon~y. there should not be any limitation pla~ed on 
the contestants and that the fellow who could run the fastest 
should get the most, but that is not the standpoint from which 
we a-re looking at this question. Primarily the railroads are 
chartered for the purpose of rendering a public service; they 
are public service corporations; and they are entitled to a 
reasonable return on the money invested, on the value of their 
property as public service corporations; but there can be no 
doubt that in the interest of the public the return should be 
limited. 

The argument that these corporations are entitled to make 
all they can make because under certain terms and conditions 
they were allowed to make it in the past is no more justified 
at this time than it was 30 years ago. If 6 per cent is a reason
able return on the property invested, then the return should 
be limited to 6 per cent; if it is not a reasonable return, then 
we should in this bill increase it to more than 6 per cent, and 
allow them all to have a standard up to which they may tax 
the people. But when we have let them come up to the full 
maximum standard, then, in the interest of the public, in my 
judgment, no man can say that "·e have not the right to put a 
limitation on their earning capacity. 

Why, we do that in the case of all public service corpora
tions. It has been the custom in this country to limit their 
earning capacity by the freight rate or the charge on kilowatts 
of electricity or units of gas; but practically every public 
service corporation has a limitation on its earning capacity 
fixed by the public. This bill merely fixes the limitation in a 
different way, but a more certain way than did the law 30 
years ago. What difference is there in: principle? None. If 
the Senator says that the earning capacity of 6 per cent al
lO>Yed to the railroads under this bill is too great, he has the 
right to move an amendment to make it less. I do not think it 
is too great. 

The Senator intimates that we have destroyed competition. 
Of course, competition in freight rates has been destroyed be
fore ; it is destroyed now. There are three or four roads that 
leaYe my home city of Birmingham and go to New York; yet 
the cost of shipping a ton of pig iron from Birmingham to 
New York is the same oYer all of them. Competition in freight 
ratEc>s has gone, and it will be gone under this bill. 

It is said there is a value in competition: for service, and I 
think there is; and, in a way, this bill recognizes such compe· 
tition. Originally as the bill was written it provided for a 6 
per cent return upon the value of the property; but the argu
ment was made in the committee that that cut off all competi
tion; that when a road earned 6 per cent on the value of its 
property it would stop and would not try to earn any more. 
The committee then modified the bill and provided that within 
6 and 7 per cent it could retain one-half of all it earned, and 
aboYe ' 7 per cent it could retain one-quarter of all it earned. 
Thnt is undoubtedly an incentive to the roads to compete for 
bu~iness, and, in my judgment, meets the argument that com
peti t\on in service has been eliminated under the tertns of the 
biJJ. 

The men who make the argument that we are cutting off 
competition in service amongst the ruilroads overlook the fact 
that there are probably nearly a dozen railroads in the United 
States to-day-! mean main-line railroads; you may find a coal 
road here or an iron road there, or some special short line that 
is making very large returns on its money-but I think I am 
safe in saying tbat there are not a dozen of the main railroads 
in the country that are earning G per cent on the value of their 
property or can or will earn 6 per cent on the value of their 
property in the future, and that as to those railroads competi
tion in service is there and will remain there for many years in 
attempting to climb up to the maximum earning capacity of G 
per cent fi.x:ed by the bill. I know that there are a few roads 
under very favorable conditions that are able to earn more than 
the 6 per cent, and I think most of the cry that is being reflected 
to Congress against the provisions of this bill limiting the re
turn primarily to 6 per cent, with the increase above that as I 
have just indicated, comes from those roads, not a dozen of the 
great transportation systems of America. This bill can not be 
written for special cases. This bill can not be enacted to take 
care of some particular line of road. The real question is 
whether or not 6 per cent is a reasonable return and a reasonable 
charge to be reflected into the freight rates of the people who 
live along the line of the road. 

As to what is above that, objection is made. They say it is 
a tax. It is not a tax; it is a limitation on the right to earn 
money, and that limitation bas been conceded and recognized 
for 30 year'S. This money is not taken and given as a gift to 
the other railroads ; no. The increased earning above 6 per cent 
goes into a special Government fund. 

It does not go to the railroads; it goes to the Government, 
to a Government board, to be used for what purpose? To be 
used in the interest of the people of the United States. Have 
we not the right to use money in the hands of the Govern
ment for the development of transportation facilities? How 
many hundreds of millions of dollars have we invested to-day 
in great shipbuilding plants and shipping, first to take care of 
the war situation, and now maintained in order to expand the 
commerce of this country and furnish the American people 
with shipping facilities? If it is right to limit the earning 
capacity of these railroads in any way, then it is right to 
limit them to a reasonable return. Every man may have his 
judgment as to what is reasonable; but when we fix what is 
a reasonable return, they have no right to complain that we 
take too balance of the money away from them and use it for 
a great public service. 

What is the public service? First1 it may be used to lend 
to the railroads where they need money to improve their facil
ities to the public. It can be loaned to them to build new 
cars. It can be loaned to them to double-track their toads. 
It can be loaned to them to build new spur tracks and new 
lines. It can be loaned to them, at reasonable rates of inter
est, to develop the transportation facilities along their existing 
lines. Is not that in the interest of the public? It will have 
a tendency to bring down the money cost and the money 
charges for th~ borrowing of railroads. It will put this fund 
that the Government bas in band in competition with the 
banker and the broker who bas been lending money for the 
public development at higher rates of interest, and that i.:; 
clearly in the public interest. 

There is another purpose for which it can be used in the 
public service, and that is to invest it in a great car-service 
corporation, where the Government can build cars and engines 
and rent them to the roads, the weaker or the stronger roads, 
in order to give transportation facilities to the public. 

Is not that in the interest of the American people? Is it not 
in the interest of the man who lives on the line? And what 
right has the railroad owner to complain? He may say, " I 
have a great, powerful road, and I do not want you to give 
additional facilities to my weaker competitor. I want to keep 
it down, so that it can not function"; but that is a selfish 
argument that can not go here. 

Suppose this fund accumulates so that we can develop n 
great transportation corporation. There have been complaints 
in the Congress within this session against the meat pac-kers 
that their monopoly has been developed because 1Jley control 
the refrigerator-car service. If you had this bill through and 
that fund existing, money from this fund could be used to build 
for the Government refrigerator cars that could be used to 
meet any monopoly and give service to people who were finan
cially unable to build their own cars. In a thousand ways the 
public may be served by a fund of this kind, and properly 
serYed; and it is no answer to the proposition to say that it 
should not be done merely because some particular road-one 
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in a hundred in this country-can earn more than 6 per cent 
upon its value, and insist to-day that the old system should 
exist and that it should be allowed to go on and earn to its 
full capacity, regardless of the public interest. 

'Vhy, this is a developing country. The country is new and 
the railroads are new. Where does the argument that has been 
made lead us to, that we should put no limitation whatever 
upon the earning capacity of these railroads? Where should 
it lead to? When a railroad is developed through a new 
country, witll no factories along its lines, with agriculture 
undeveloped, with a scanty population, its earning capacity 
must be small; but as it develops and grows and population 
comes and the factory comes, and the mill hand, its freight 
rates and passenger rates increase and its earning capacity 
grows and grows. 

Does anybody think for a moment that the railroads of this 
country ha,·e ceased to grow or that their earning capacity has 
ceased to grow? ~fust we go on and say that, because a rate 
is reasonable to-day, under those same rates an earning capac
ity of five times what it is to-day may be reflected into the 
treasury of the road two decades from now? Nobody can 
maintain that argument for a minute. Then, if that can not 
be maintained, they must consent to the proposition that we 
have a distinct right in the public interest to limit the earning 
capacity of these railroads after we have given them a just and 
reasonable and fair return on their money value. 

As I said, if some man here thinks that 6 per cent is not a 
fair return upon the money value, it would be absolutely in 
order and proper for him to move to make it 7 or 8 or 10 per 
c nt; but I do not think he can justify by any argument what
ever the contention that because one railroad can earn a larger 
return under a certain system of rates that were allowed to 
grow up, because if they had not grown up some other railroad 
would have broken, we ai·e not entitled to adopt a new system 
and limit the amount of charge upon the transportation of the 
people of America. 

That is all there is in section G, I think. It is not a difficult 
problem. I think it is a fairer and a juster way to fix the basis 
or rate making in this country than the present law. I think 
it will give the railroads of the country an opportunity to 
re pond to the needs of the public more fully than they have 
e,·er done in the past; and if that is so, then section 6 should 
be adopted. That is the crucial situation in the rate-making 
and earning capacity of this bilL 

As I said before, I have heard no Senator complain about 
the limitations on the issuance of railroad securities. 1\Iany of 
the pages of this bill are taken up with suggestions and amend
ments made by the Interstate Commerce Commission, about 
\vhich practically every man here will agree. There are but 
few items, so far as I can see, that are in dispute or can be 
in dispute, except the question of the rate-making power, the 
amount of money that will be raised by it, and the problem 
regarding the labor features of this bill. 

l\fr. President, when I rose I intended to address myself to 
section 6 and to the provisions of the bill wllich relate to 
labor. I ha\e spoken much longer than I expected, due to 
the interruptions which have occurred. I was unable to come 
to the Senate yesterday on account of sickness, and I find, now 
that I am on my feet, that I am . unable to go on fully with 
the discussion in reference to the other features of the bill, 
and though I should have liked to have concluded to-night, 
I will have to pass over for the present my discussion of the 
clauses of the bill that relate to labor, and hope to have an 
opportunity to discuss them before the consideration of the bill 
is concluded. 

l\fr. CUl\ll\ITNS. l\lr. President, there is one formal amend
ment which I desire to offer. On page 13, line 12, of the bill, 
I move to strike out the words "its property investment" and 
insert in lieu thereof the words " the value of its property 
held for and used in the service of transportation, determined 
as herein provided." 

I think there will be no objection whatever to tllis substitu
tion. The words which I have sought to strike out are in the 
bill through an inadvertence. 

The amendment was agreed to. 
l\1r. CU]i.TIS. I offer the following as a eparate section. 

I will state · that it is the text of a joint resolution introduced, 
I think, by the Senator from Minnesota [~Ir. KELLOGG] and it 
passed the Senate. 

The PRESIDING OFFICER (J.Hr·. DIAL in the chair). The 
Secretary will read the proposed amendment. 

The SECRETARY. Add at the ·end of the bill the following: 
That the effective date on a.nd after which t.he provisions of section 

10 of the act entitled "An act to supplement existing Jaws against 
unlawful restraints and monopolies, and for other purposes," ap_in·oved 

October 15, 1914, shall become and be effective is hereby deferred and 
extended to July 1, 1920: Provided, That said section shaH be effective 
as to all corporations organized after January 12, 1918. 

Mr. CURTIS. I was requested to offer this amendment. I 
do not know whether there is any objection to it or not. If 
there is, I will withdraw it. This amendment is taken from 
the joint resolution which passed the Senate on October 14, 
1919, and it is now pending in the House. 

Mr. THOMAS. Will the Senator explain, in a few words 
what is designed to be subserved by the amendment? ' 

Mr. CUMMINS. While the matter was not brought to my 
attention by the Senator from Minnesota, I think I know what 
is desired to be accomplished by the amendment. In section 
10 of the so-called Clayton Act there is a provision with regard 
!O . contracts made between railway corporations, or pos ·ibly 
1t IS broader than that and includes contracts between all cor
porations and contractors or mercantile concerns between 
which there might be a community of directors. 

Mr. THOMAS. Yes; I remember it now. 
l\fr. CUMMINS. It was found very desirable a little later to 

postpone the effecti\e date of that act. l\Iy recollection is that 
it has been postponed twice, and during this session the Sena
tor from Minnesota introduced the joint re olution, and it was 
reported by the Judiciary Committee, postponing the effective 
date again until July 1, 1920. It passed the Senate without 
any objection, I believe, and is now pending in the House. I 
shall make no objection whatever to its being attached to ihe 
bill, although it really does not belong, in its subject matter to 
the bill. ' 

Mr. THOMAS. May I ask the S-enator whether the amend
ment postpones the operation of that act beyond July, 1920? 

Mr. CURTIS. No; until that time. 
Mr. THOMAS. It is a duplication of the joint re oloution 

passed at the last se ion? 
Mr. CURTIS. Of the joint resolution that passed the Senate. 

I was requested this afternoon to offer it. 
Mr. P0::\1ERENE. Mr. President, if i may have the atten

tion of the Senator from Kansas for a moment, do I under· tan'll 
that it applies to section 10 of the act? 

Mr. CUMMINS. No; to . ection 10 of the Clayton Act. 
Mr. POMERENE. Relating to the sale of securities? 
Mr. CUMMINS. No; to all h"inds of dealings between cor

porations. It not only applies to the sale of securities, but to 
the purchases that are made by common carriers of supplies and 
the like. 

l\fr. CURTIS. I will state to the Senator from Ohio that if 
there is any objection to it I will withdraw the amendment. 

Mr. POMERENE. I do not object. I simply \Yantcd to 
understand it. 

Mr. CURTIS. I offere(l it by request, and understood it had 
passed the Senate. 

1\fr. POMERENE. I suggest that section 10 of the net be 
incorporated in the REcoRD, so that Senators may understand 
what it is. Perhaps it ought to be read, so that Senators hl~l'e 
may understand what it is. 

The PRESIDING OFFICER. The Secretary will read. 
The Secretary read section 10 of the act approved Augu~ t 2D, 

1916, as follows : 
Snc. 10. That after two years from the approval of this act no com

mon carrier engaged in commerce shall have any dealin"'s in securities 
suppHes, or other articles of commerce, or shall make o; have any con~ 
tracts for construction or maintenance of any kind to the amount ot 
more th~n $50,000 in the ~ggregate, i.J? ~ny one rear, with another 
corporation, firm, partnership, or assoc1atwn when the said common 
carrier shall have upon its board of directors or as its president man
ager, or. as its purchasing or selling officer, or agent in th ~ particular 
transactiOn any per ·on who is at the same time a director manager or 
purchasing or sellin~ officer of, or who has any substantia'! interel>t' in, 
such other corporation, firm, partnership, or association, unless ancl ex· 
cept ~uch purchase~ s~?all be made from, or such dealings shall be with, 
the bidder whose bid IS the most favorable to such common carrier to 
be . ascertained by compe~itive IJidding under regulations to be pre
scnb':d by rule or o.therwtse by the Interstate Commerce Commission. 
No bid ~hall be received unless t.he name and address of the bidder or 
the names and addresses of the officers, directors, and general managers 
thereof, if the bidder be a corporation, or of the members if it be a 
partnership or firm, be giv('n with the bid. ' 

Any person who shall, directly or indirectly. <lo or attempt to do 
anything to prevent anyone from bidding or shall do any act to prevPnt 
free and fair competition among the bidders or those desirin"' to bill 
shall be punished as prescribed in this section in the case of a"'n officer 
or director. 

Every such common carrier having any such transactions or making 
any such pm·chases shall within 30 days after making the same tile 
with the Interstate Commerce Commission a full and detailed state
ment of the transaction showing the manner of the competitive bid
ding, who were the biduers, and the names and addresses of the direc
tors and officPrs of the corporations and the members of the firm or 
partnership bidding; and whenever the salcl commi ·sion hall, after 
investigation or hearing, have reason to believe that the law bas been 
violated in and about the said purchases or transactions it shall trans
mit all papers and c'ocuments and its own views or findings regarding 
the transaction to L :! Attorney General. 
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If any common carrier hall violate this section it shall be tined :not 

{'XCeeding 25,000; and every. such director, agent, tnanager, or oftleer 
thereof who shall have knowingly voted for o~ directed the act con
stituting such violation or -who shall have aided or abetted in sv,.ch 
violation shall be deemed guilty of a misdemean<U' and shall be fined 
not exceeding $5,000, or confined in jail not exceeding one year, or both, 
in the discretion of the court. 

The PRESIDING OFFICER. The question is on agreein~ to 
the amendment of the Senator from Kansas [1\Ir. CURTis]. 

The amendment was agreed to. 
1\fr. JONES of Washington. I desire to offer an amendment 

on page 81. 
The PRESIDING OFFICER. The Secretary will read the 

proposed amendment. 
The SECRETARY. On page 81, in lines 11 and 12, strike out the 

words " to construct a suitable dock and." Strike out lines 14~ 
15, 16, and that part of line 17 ending with the period after the 
word u sections 11 and in lieu thereof insert the following: " This 
provision shall only apply where such connection is reasonably 
practicable and can be made with safety to the public and where 
the amount o:t business to be handled is sufficient to justify the 
outlay." In line 22, strike out the words-" docks and," and in 
line 23 strike out the words " docks and." 

· Mr. JONES of Washington. The amendment proposed makes 
the section conform to the existing law, paragraph ~~au of sec
tion 6, and also correspond substantially to section 411 of the 
House bill. 

· According to the provision as it is now written~ it gives the 
board authority to require a water carrier to construct a suit
able dock, and the dock is considered as a terminal within the 
meaning of the act. That gives the board practical control 
O\er water transportation. I do not think that ought to. be done. 
It seems to me the law ought to be left just as it is. 

Paragraph A of section 6 as it reads now giT"es the commis
sion authority-

To establish physical connection between the lines ot the rail 
carrier and the dock of the water carrier by directing the rail carrier 
to make suitable connection between its line and a track or tracks 
which have been constucted from the dock to the limlts of its right of 
way, or by directing either or both the Pail and water carrier, indi
vidually or in connectton with one another. to construct and connect 
with the lines of the rail carrier a spur track or tracks to the dock. 
This provision s,hall only apply- where such ~o:nnection is reasonably 
practicable, ean be made with safety to the public, and where the 
amount of businesl? to be handled is sufficient to juatify the outlay. 
· I think that is all the authority the commission or the board 

ought to have in connection with wat~rways. To give it the 
authority stat~d tn this eo~nectlon would ~nable it practically to 
dominate a waterway. It could impose practically ·any l;mrden 
that. it saw tit tQ tw.po.ae~ and if it we,r~ inclineq to l'aVOl' the 
railway it could 'mpose burden~ th{lt would favor it. 

FurthermorE; under ~his ~ection the Interstate Comme:rce 
Commission would have contrQl over the docks, for instance, iq 
the city of Seattle, where they have constructed large terminal 
docks an(\ faciUties or waterway term\nals. Under the express 
language of the section as it is herein the Interstate Qommerce 
Commission would have control ov-el!' them I d() not t.hink 
that QUght to be, and :( can not believe that the Senator frQ.tn 
Iowa really I.ptende<l that that should be. 

So I move to strik6 out the provision. 
Mr. CUMMINS. As I understand it, this was a recommenda

tion made by the Interstate Commerce Commission and was 
incorporated in the bill , introduced by the chairman of the 
Interstate Commerce Committee of the ::aouse anq incru:porated 
~ the bill intrQduced in t:t1e Sena..te by the Senator fl·om Obia 
[Mr. PmrERENE]. The matter referred to by the Senator trom 
Washington was not discussed at any great length in the com~ 
:II\ittee, and I am not able to make nny definite statement with 
regard to the attitude of the committee upon the. matter. 

That i_s all I care to say. I haYe no authority to accept it, 
but if the views of the Senator from Washington seem to the 
Senate sound, Senators will vote accordingly. 

1\fr. JONES of Washington. I would s.uggest that while 
probably under our rules it is hardly propel!' to refer to what 
action has peen taken in t}\e House, upon, discussl~ and con~ 
sidernpon the House struck out tho~e provisions and made the 
section conform to what this would provide. 

Mr. CUMMINS. I think it is quite proper for the Se~ator 
from Washington to make that reference~ because the House bas 
:Qassed the bill and it is uow on the SeJ)ate Calendar. 

Mr. JONES of Washington. That is true. I have the Ho11se 
provision here as it passed the Ho"Qse. ~nd I will read tt ~ 
· A. They sh!lll establish physical connection between the lines of 
the rail carrier and the dock at which interchange of passengers or 
property is made by directing the rail carrier to make sultable connec~ 
tion between its bne and a track or tracks which. have been con
str\lcted from the (lock to the limits of the railroad tight of wny, or 
by directing either or both the rail and water carrier, indivjduully o.r 
in connection with o.o.e another, to construct anll conneet with the 
lines of the rail carder a track or tracks to the do.ck. The commission 

shall have full authority to determine and prescribe the terms and CQn
diiions upon which these connecting tracks shall be operated, aad it 
may, either in the construction or the operation of such tracks, deter
mine what sum shall be paid to O.l' by either carrier: PrOtVide¢, Tbat 
co.nstruction required by th~ comtnlssiOn under the provisions of thi~ 
paragraph shall be subject to. the same restl'ictions as to findings of 
public convenience and necessity and other matters as its constJ.>uetion 
required undel' s.ection 1 o.f t~ act. 

It cuts out all control o.f the Intel'state Conun~rce QOJ.nmis· 
sio.n owr the docks, and SQ forth, and I thi~k that ought to. be 
done. Upon the statement of the chaixmaQ of tb,e committee I 
will allow it to go to a vote. 

The PRESIDING OFFICER. 'I.b.e q~estion is on the amend· 
ment offered by the Senator from Washlugton [Mr. Jo.NES]. 

The amendment was agreed to. 
Mr. LENROOT. Mr. Presiden.t, I offer the following amend· 

:went. 
The PRESIDING OFFICER. The Secretary will state the 

amendment proposed by the Senator from Wisconsin. 
The SECRETARY. Amend. on page 28, by striking out all of line 

23 after the word " reasonable," and lines 24 and 25; and al'>o 
strike out all of page 29 down to and including all of line 14. 

Mr. CU:Ml\1INS. This is the part of the bill to. which the 
Senator from Wisconsin [Mr. LE~ooT] referred a day or .two 
ago during his discussion. I am compelled to say that in my 
judgment Congres~ has no right and can not under the Consti
tution require the carrying for mere cost of traffic by a carrier 
directed so to do by the Interstate Commerce Commission or .bY 
the transportation board. The point made by the Senator from 
Wisconsin seems to me to be quite well taken and I shall not 
resist the amendment. 

The amendment was agreed to. 
Mr. LENROOT. I offer the amendment, which I send to the 

Secretary's desk. 
The PRESIDING O.FFIC~. The Secretary will state the 

amendment. 
The SEcRETARY. Strike out all of page 35 after the wo.rd 

"awarded," in line 14, and all of page 36, down to and including 
tbe word " properties." in line 5. 

Mr. CUMMINS. May I be permitted to see the amendment? 
l\fr. LENROOT. I will state that the amendment strikes. from 

the bill the guaranty o.t a return not exceeding the stand::urd 
return provided in the present law to. railroads pending reor
ganization. It is a matter that I discussed at some length a 
day or two ago. I wish to say now that I can not conceive of 
the Senate being willing to clothe the board o.t transportation 
with the power to obligate the United States Go.vernni.ent to. the 
extent of possibly hundreds. of mlllioils. oJ dollars. to guarantee 
a return to a railroad that may indtcate its willingness and 
desire. to enter into the plan of consolidation pro]>()sed by the 
board and to reorganize under that plan. 

No one can say how many hundreds ot millions of dolla.Fs, or 
even billions of dollars, it might obligate the Government to 
pay. Certainly no such vague and indefinite powe:r should be 
granted,. it seems to me, to the board: o.:t· transportation. 

Mr. CUMMINS. It the au~o;rity granted here could ha>e, 
if exercised, the consequences suggested by tbe Senator :from 
Wlscons.in, I can easily understand how apprehensive Con
gress would be and h()W reluctant it wo-uld b.e to grant the 
authority. But I think the Senator from Wisconsin exag
gerates, not intentionally ot course, hut o.veresti..mates. the 
loss tbat eould by any possibility be sustained by the Un1tec1 
States through the power here granted. The :power is to g-uar
antee to the roads which axe involved in the wnsoHdation, 
and only during the process of consolidatio», what we under
stand as the standard return. 

When it is considered that the standard return is based upon 
the three years prior to Jul"f 1, 191.1, when the growth and de· 
velopment which we confidently expect in the United St~tes 
are eQnsldered, i~ ~s impossible for me tQ conceive that the 
guaranty by the Government during the short period of con
solidation could involve the United States in any constde~able 
loss; I very much doubt whether there could be any loss. 
However, it is not a direction f() tbe board; it is ~uthority to 
the board; and it may, 1 think, be fairly. assumed that the 
board would act in th~ inter€st of the people of the United 
States. 

The entire guaranteed return for all the railroads in the 
Vlltted State~ for an entire year is abo11,t $900,000,000. This at 
any given t:i.rn.e would involve, I take it, comparatively few 
properties n,nd for but a short time. The chances that these 
:properties would not be earntng substantially their standard 
return or the return of the test period would, it seems to me, 
be very remote. The only reason the prov-ision is in the bill is 
because the committee belie\ed that it was proper that there 
should be furnished some seeu:rity, some inducement to the rail-
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road companies to carry forward the governmental plan of con
so1idation. 

I recognize that the point made by the Senator from Wis
consin [Mr. LENROOT] is not vital to the bill, and if we would ac
complish the purposes of the bill, so far as I am concerned, I do 
not hesitate to take some risk. I do not feel, Mr. President, that 
I can acce_pt the amendment offered by the Senator from Wis
consin. I am acting for the committee ; I have, in a great many 
instances, subordinated my own individual opinion in order 
to carry forward the work which the committee has directed 
me to do; but in this instance I must submit the matter to the 
good judgment of the Senate. 

Mr. SMITH of South Carolina. May I ask the Senator 
from Wisconsin to restate the amendment? 

Mr. LENROOT. The amendment strikes out, on page 35-
Mr. SMITH of South Carolina. Of the last print of the bill? 
l\lr. LENROOT. No; I have the original print of tile bill. 

Beginning on line 8, the remainder of page 35, and the first 
paragraph upon page 36. It proposes to strike out the guaranty 
of the Goyernment to the railroads pending reorganization. 

Mr. President, in reply to the Senator from Iowa [l\lr. 
CuMMINS], I will say that so long as the railroads are pros
perous aml are making the standard return, in my jUdgment, 
there will not be the voluntary consolidations provided for in 
the bill, especially if the going rate of money when normal con
ditions again obtain shall be less than 6 per cent. Consolida
tions, however, will come under the bill very rapidly if we have 
an industrial depression in this country; and I _ think there is 
no one of us who have given thought to this subject who does 
not realize the possibility, nnd the yery strong possibility, of 
such industrial depression ensuing before conditions in this 
country become normal. If such a depression does come, rail
roads by the score, with this guaranty in the bill, are going to 
accept the plan of consolidation proposert by the board in order 
to get the guaranty. 'Vhy should the Government in a period 
of industrial depression, where all investors .must take their 
share of losses, give to the owners of railroad securities the 
same high return that they received during the peri-od of their 
highest prosperity? 

The Senator from Iowa says that it is left to the discretion 
of the board. That is true; but I undertake to say that if we 
have such a depression, the call upon the board for this guar
anty will amount to many hundreds of millions of dollars per 
year, and it may cover a period of years. _ 

Mr. CUMMINS. Mr. President--
The PRESIDING OFFICER. Does the Senator from Wis

consin yield to the Senator from Iowa? 
Mr. LE~""ROOT. I yield. _ 
Mr. CUMMINS. The Senator from Wisconsin will note that 

the action of the board requires the approval of the Interstate 
Commerce Commission. 

Mr. LENROOT. Yes. 
Mr. CUIDHNS. And I hope the Senator will comment upon 

this feature of the guaranty. This is not a guaranty for any 
railroad that does not agree upon the valuation of the property 
sought to be consolidated as fixed by the Interstate Commerce 
Commission. 'Ve all look forward to some differences of 
opinion with regard to these valuations. It is highly desirable, 
however, that the work of the commission shall be accepted 
with regard to the values; otherwise long litigation may en_sue. 
This provision offers to any railway system about to consolidate 
with another a guaranty only in the event that those who are in 
the act of consolidation will agree .that the value which has been 
put upon the properties by the Interstate Commerce Commission 
shall be the value upon which the consolidation shall take place. 
- l\!r. LENROOT. In answer to that I will say that so far as 
this bill is concerned the guaranty is operative at any time until 
the reorganizations and consolidations become complete. 

l\lr. CUl\lMINS. I think that is true, but not until the great 
process of consolidation throughout the United States becomes 
complete; it will continue only during the process of the con
solidation of the particular properties involved. 

Mr. LENROOT. Certainly; that is what I meant. But it 
may well be that before this guaranty would be invoked at all 
the valuation will not have been determined by the Interstate 
Commerce Commission but judicially determined under the law 
itself. It is not optional with the owners of the roads to nego
tiate with reference to the valuation, but the valuation will 
become fixed, and if they do not voluntarily accept the valua
tion thus fixed they can be compelled to accept that valuation 
under the exerci e of the right of eminent domain. So that I 
do not think that suggestion of the Senator has any very great 
force, although it is true. · 

I believe that voluntary consolidations will be accepted so as 
, to make a given plan of reorganization complete only in time of 

industrial depression, and that being true, it is clear that the 
United States Treasury will be called upon to pay, perhaps, 
hundreds of millions of dollars. That is a matter that ought 
not to be left to any subordinate board of this Government. 
If when the time comes it is proper in the public interest to 
afford these companies the guaranty, Congress itself should pass 
upon that question at that time. 

Certainly we ought not now to giYe any subordinate body the 
right to obligate the Government to no one knows how many 
hundreds of millions of dollars. 

Then, again, I do not see any reason why there should be any 
guaranty to the railroads simply because they are going through 
a period of reorganization. That is a financial matter alone; it 
ought not to affect operation in the slightest degree. The mere 
fact of reorganization under this plan ought not to affect the 
net earnings of individual roads in the least. I do not see any 
possible reason for the roads securing from the United States 
Treasury a guaranty as is provided here. 

1\Ir. President, this is a very important matter. I am sorry 
the chairman resists the amendment, but if it is to be resisted I 
feel that it is so important that I shall be obliged to call for a 
quorum unless the amendment is passed over. I am willing, 
however, to withdraw it for this evening and to reoffer it to
morrow, if the Senator so desires. 

Mr. CUMMINS. I see no reason for withdrawing the amend
ment, for we must either haYe a quorum to nass unon· it or we 
must take a recess. 

Mr. LENROOT. Yery well. 
RECESS. 

l\lr. CUMMINS. Mr. President, the time has nearly come at 
which it was in our minus, I think, to take a recess, and in 
order to avoid the necessity of drawing festiye Senators from 
the social functions in which :they are undoubtedly very happily 
engaged at this moment I move that the Senate take a recess 
until to-morrow morning at 11 o'clock. 

The motion was agreed to; and (at 8 o'clock and 30 minutes 
p. m.) the Senate took a recess until to-morrow, Wednesday, 
December -17, 1919, at 11 o'clock a .. m. 

HOUSE OF REPRESENTATIVES. 
TUESDAY, pecember 16,1919. 

The House met at 12 o'clock noon. 
The Chaplain, Rev. Henry N. Couden, D. D., offere<l the fol

lowing prayer : 
Sometimes, our Father in heaven, we find ourselves on the 

verge ot doubt and uncertainty, then it is that the earth seems 
slipping from beneath our feet; but we are reassured when we 
remember the heavenly promise : 

Behold, I stand at the door and knock: if any man bear my 
voice and open the door, I 'viii come in to him, and_ will sup 
with him, and he with me. 

So when we throw wide the portals of our soul, the Divine 
Guest enters and restores faith, hope, love, and we reenter with 
perfect confidence the kingdom of heaven and live agu.in with 
Thee. In the spirit of the Master. Amen. · 

The Journal of the ·proceedings of yesterday was read and ap
proved. 

LEAVE OF ABSENCE. 
Mr. SANDERS of Louisiana, by unanimous consent, was granted 

leave o! absence, indefinitely, on account of important business. 
MESSAGE FROM THE SENATE. 

A message from the Senate, by 1\lr. Dudley, its enrolling 
clerk, announced that the Senate had passed joint resolution 
(S. J. Res. 137) authorizing the Secretary of War to construct 
a pontoon bridge across the Chattahoochee River at West Point, 
Ga., and for other purposes, in which the concurrence of the 
House of Representatives was requested. 

SENATE JOINT RESOLUTION llEFERRED. 

Under clause 2 of Rule XXIV, Senate joint resolution of the 
following title was taken from the Speaker's table and referre<l. 
to its appropriate committee, as indicated below: 

S. J. Res. 137. Joint resolution authorizing the Secretary of 
War to construct a pontoon bridge across the Chattahoochee 
River at West Point, Ga., and for other purposes; to the Com
mittee on Military Affairs. 
ENROLLED JOINT RESOLUTION AND BILL PRESENTED TO THE PRES]:

DENT FOR HIS APPROVAL. 
Mr. RAMSEY, from the Committee on Enrolled Bills, re

ported that, on December 15,- they had presented to the Presi
dent of the United States, for his approval, the following joint 
resolution and bill: 
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II. J. Res. 2GO. Joint resolution authorizing the payment of 
salaries of. oHicers and employees of Congress for December, 
1919; anu 

H. R. 1199. An act to prohibit the purchase, sale, or posses
sion for the purpose of sale of certain wild birds in the District 
of Columbia. 

URGEJ'\IT DEFICIENCY BILL. 

l\fr. GOOD, chairman of the Committee on Appropriations, 
by direction of that committee, reported a bill (H. R. 11223) 
making appropriations to supply urgent deficiencies in appro
pri~tions for the Employees' Compensation Commission and the 
Public Health Service, for the fiscal year ending June 30, 1920, 
which was referred to . the Committee of the Whole House o~ 
the state of the Union. 

Mr. BLANTON reserved all points of order. 
ORDER Q}' BUSINESS. 

Mr. l\10NDELL. -1\lr. Speaker, on yesterday the House agreed 
by unanimous consent that at the close of the debate on the 
report now before the House, business in order on Monday 
should be in order to-day . . The probability is that the business 
under the rule and one or two other mntters that are privileged
a privileged resolution by the gentleman from Massachusetts 
[1\Ir. TINKHAM], a privileged report from the Committee on 
Printing-may take the major part of the day. In order that 
we may have a full day for the consideration of matters that 
were in order on Monday, I ask unanimous consent that we 
may dispense with Calendar 'Vednesday business to-morrow and 
business which was in order on Monday shall be in order on 
Wednesday. · 

In making that request I want to state that I llave consulted 
the chairman and several members of the Committee on the Pub
lic Lands with which committee the call rests, and they have no 
objection to this request being granted. 

The SPEAKER. The gentleman from Wyoming asks unani
mous consent that the order making business which was in 
order on Monday in order to-day be rescinded, and that instead 
to-morrow Calendar Wednesday be dispensed with and Monday 
business be in order then. Is there objection? 

1\Ir. BANKHEAD. Reserving the right to object, I would 
like to ask the gentleman from 'Vyoming, in view of the pro
gram that he is laying out for the consideration of bills before 
the House, if he expects at any time to call up and take action 
on the 1\Iondell soldiers' settlement bill? 

l\Ir. l\10NDELL. J\lr. Speaker, it is not necessary for " the 
gentleman from Wyoming" to assure the gentleman from Ala
bama that it would please "the gentleman from Wyoming" if 
such an opportunity were offered. 

1\Ir. BANKHEAD. Does not the gentleman think he could 
create such an opportunity if he desired? 

Mr. MONDELL. Not just at this time. 
Mr. BLANTON. l\fr. Speaker, reserving the right to object, 

we are preparing for, as I understand from the statement of the 
gentleman from Wyoming, a recess to commence Saturday over 
until January 5. Surely there are some legislative matters of 
greater importance than the Private Calendar that should be 
<li posed of before January 5. In other words, if we dispense 
with Calendar Wednesday, to indulge in four hours' uebate on 
nothing, and for the Private Calendar, I do not think we are 
meeting with the obligations that rest upon the House, and I 
object. 

The SPEAKER. The gentleman from Texas objects: 
HOUSE REPORT 487. 

The SPEAKER. The question before the House is the 
further consideration of House report 487. 

1\fr. BYRNS of Tennessee. Mr. Speaker, I think there ought 
to be a quorum present to hear this debate, and I make the 
point that there is no quorum present. . 

The SPEAKER. ·The gentleman from Tennessee makes the 
point that no quorum is present. Evidently there is no quorum 
present. 

l\fr. CAMPBELL of Kansas. l\Ir. Speaker, I move a call of 
the House. 

The motion was agreed to. 
The doors were closed, and the Sergeant at Arms was directed 

to notify absentees. 
The Clerk called the roll, and the following Members failed 

to answer to their names: 
.Ackerman 
Anthony 
.A swell 
Bacharach 
Baer 

Bland, :llo . 
Booher 
Bowers 
Britten 
Burke 

LIX--44 

Can trill 
Connally 
Cooper 
Costello 
Crisp 

Davis, Minn. 
Denison 
Donovan 
Dooling 
Dunn 

Eagan Hull, Iowa Mudd 
Eagle Humphreys Nicholls, S. C. 
Edmonds lgoe ?;ichols, Mich. 
Ellsworth Johnson, Ky. Nolan 
Fairfield Johnston, N.Y. O'Connor 
Ferris Jones, Tex. Olney 
Fisher Kahn Osborne 
Foster Kearns Pou 
Gallivan Kelley, Mich. Rainey, Ala. 
Godwin, N.C. Kennedy, R.I. Rainey, H. T. 
Goodall King Randall, Calif. · 
Gould Kitchin Riddick 
Graham, Pa. Kreider Riordan 
Greene, Vt. LaGuardia Robinson, N. C. 
Hamill Lesher Romjue 
Hamilton McKenzie Rowan 
Harreld McKeown Sabath 
Harrison McLane Sanders, Ind. 
Haugen Miller Sanders, La. 
Heflin Montague Sanford 
Houghton Moore, Ohio Schall 
Howard Moore, Pa. Scully 
Hudspeth Mott Sears 

Sinnott 
Slemp 
Small 
Smith, N.Y. 
Stephens, Miss. 
Sullivan 
Sumners, Tex. 
Tague 
Taylor, Ark. 
Thompson 
Venable 
Ward 
Watson, Va. 
Webster 
Welling 
Wheeler 
White, Me. 
Wilson, La. 
Wise 
Young, Tex. 
Zihlman 

The SPEAKER. Three hundred and twenty-one Members 
have answered to their names, a quorum. 

Mr. CAMPBELL of Kansas. Mr. Speaker, I move to dis
pense with further proceedings under the call. 

The motion was agreed to. 
The doors were opened. 

. The SPEAKER. The gentleman from Tennessee [Mr. GAn
BETT] is recognized for one hour. [Applause.] 

Mr. GARRETT. Mr. Speaker, when I stopped yesterday 
afternoon I had spoken longer than I have for many years in 
the House of Representatives, and longer than I desired to. 
My only apology for continuing to-day is the complex character 
of the matter which has been brought before the House for de
bate. I have sought, and shall continue to seek, to state the 
facts of the record, because it is upon the facts of the record 
that these matters must rest and that public judgment should 
be formed-not upon the inferences and intimations of the ma
jority nor the inferences and suggestions of the minority. I 
wish it were possible for every Member of the House to read 
the record. If judgment is to be asked, if executive and 
judicial propositions are to be thrust before the legislative 
branch of the Government and discussed before the country, 
then we should adapt ourselves to the requirements of the situa
tion and read the facts. And upon that record of facts-all the 
record, not a page here or u page there-the minority is content 
to stand here and before the country. 

Yesterday afternoon I had just concluded a brief review of 
the organization under which the pUI'chases of copper were 
made for the use of the Government. I omitted to say, and per
haps it will be of interest to the House to know, that the Gov
ernment of the United States purchased during the war 670,000,-
000 pounds of copper. This was in addition to the amount
! do not know how much that was, but it was immense, probably 
as much as the Government itself purchased-which was bein~ 
purchased by those who had Government contracts for munitions 
of war, and also in addition to the tremendous amount-! do not 
know how much that was-which was being furnished to the 
allied powers in Europe. 

I think it is proper, and I think the House will be interested 
to some extent to take up now the facts of the disposition of the 
surplus which remained at the signing of the armistice. With 
the signing of the armistice the copper market became completely 
and thoroughly demoralized. It was known, of course, that the 
Government had large quantities of raw copper, but just how 
much was not k"''lown. This condition of. affairs in the copper 
market continued through November, December, and January, 
as I recall. It was not known what the Government proposed 
to do with its surplus copper, whether it would hold it or whether 
it would be placed upon the market. Along in January or 
February, 1919, if I remember correctly, there was presented to 
some branches of the Government a statement as to the conui
tion. Bear in mind that the production of copper had by eYery 
incentive that the Governmenf could properly hold before the 
producers been speeded up to the highest point during the 
period of the war. Every mine that could possibly be put into 
production had been opened to production. It was absolutely 
essential as a military necessity. 

The condition when the statement was presented was that 
there was something like a billion pounus of raw copper in the 
hands of the producers, in the smelters, and at various storage 
points. One hundred and seventy-five million dollars was tied 
up in this copper. The labor situation was completely de
moralized. Working as they did upon the standard scale of 
prices, it was impossible to determine what labor coul<l be paid 
and should be paid under the agreements had with the mine 
owners. With this condition .confronting the Government and 
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confronting the people of the country, steps were taken to 
clarify the situation. Representatives of the Government and 
copper men, producers, through the United Metals Selling Co. in 
particular, because that had been the company which bad 
handled the col>per purchased by this Government, while the 
Standard Co., I think it was, handled that which was sold to 
the allied countries, arranged conferences to see what could be ' 
done to relieve the situation. A number of conferences were 
held, numerous propositions were canvassed. Differences of 
opinion arose that were sharp and marked, but all of these 
negotiations finally culminated, about April 10, 1919, in a con
tract with the United Metals Selling Co. Whereby that company 
bound itself to take from the Governn;tent, beginning in the 
month of April, 1919, and continuing if it should become neces
sary until the month of ..Tune, 1920, 5,000,000 pounds of co-pper 
per month up until and including January, 1920, and 1'0,000,000 
pounds per month after January, 1920, up until and including 
June, 1920. Before it engaged in that contract the United 
Metals Selling Co. had the cooperation and assurance of the 
various copper producers whom it represented that . these con
tracts would be carried out. This copper was to be taken at a 
certain price, and I read now from the contract itself : · 

The contract price for copper in usual commercial shapes is hereby 
fixed at the monthly average New York price for electrolytic copper 
quoted by the Engineering and Mining Journal published in New 
York. 

That is the standard journal 'Of the trade. . 
'Mr. JUUL. Mr. Speaker, will the gentleman be good enough 

to state the volume from which he quotes? 
l\Ir. GARRETT. I am quoting from part 1 of serial '6, at 

page 56 of the hearings before the subcommittee, No. 5,. .and I 
read from the contract itself. There was another cond1hon of 
this contract, slightly complicated, which I t.:ead: 

Should the sales of copper owned or controlled by the purchaser 
and all producers of copper represented by it,_ in any one month during 
the months of April, 1919, to Janua·ry, 19:.:0.~-. both inclusive, exceed 
GO,OOO,OOO pounds

1 
and during the months of 1rebr~ry, 1920, to June, 

1920, both inclus1vei exceed 100,000,000 pounds, m . such event the 
quantities -specified n the above schedule shall be mcreased by an 
ru:nount equal to 20 per cent of such excess. 

In other words, that meant that if tbe United Metals Selling · 
·co. and those producers whom it represented should sell in 
excess of 50,000,000 pounds of outside copper, not · Government 
copper, there should be taken, in addition to the 5,000,000 
.pounds that the United Metals Selling Co. was absolutely obli
gated to take from the Government, 20 per cent of the total 
amount sold, and that 20 per cent should be taken out of the 
Go,ernment's supply. 

The effect of that was ilnmediate. The mark~t became cer-
. tain and the Government received for its copper the pre-vailing 
a Yerage monthly p~·ices as shown by the market :eports. As 
to whether that was Wise or not, of course the JUdgment of 
men may differ, but I should like to know what there is about 
it to justify any imputation of fraud. 

Another case has been refe!'1'ed to in the report, though not 
as yet upon the floor of the House; but, as I am anticipating 
that it is likely to be, perhaps I should say something concern
ing it. I do not wish to say much, partly for the same reason 
that I ga-ve when I expressed myself in regard to the Standard 
Steel Car Co. settlement on yesterday. I refer now to the 
Jones & Laughlin contract, mentioned in the majority report. 
This is .a steel-manufacturing concern located in or near Pitts
burgh, Pa. It entered into a contract with the Government of 
the United States to construct 300 modern coke ovens. The 
Government's interest in it was 'to procure toluol for use in 
the manufacture of high explosives and ammonium su!phate. 
The contract is in our record, and is quite lengthy, and differ~ 
from some other contracts. Briefly, it may be stated that it 
was estimated, and this estimate was expressed in the face 
of the contract, that after these 300 ovens should have been 
completed there would be prociuced 810,000 gallons o'f toluol 
per annum, and the Government bound itself to take the full 
amount of production, whatever . it might be, at the price of 
$1.50 per gallon. I do not now remember the estimate as to 
the amount of ammonium sulphate. These ovens had not been 
completed at the time the armistice was signed. The Govern· 
ruent sought a termination of the contract, and upon investi.ga~ 
tion it was found that it was so .near completion that it ap
peal'ed to be to the intel'est of the Government to let the 
company complete the m·ens and settle upon the basis of the 
original contract, and accordingly this was done. A claim was 
'filed before the Pittsburgh board of claims, and was there first 
passed upon. 

Along in February, 19Ul, a rueeting was held in New York of 
representatives of the Government and of chemical men-! be
lie'e some chemical experts were present-this meeting being 

called by the head or chief of the claims board of New York 
particularly to discuss this toluol situation and to reach some 
conclusion as to how the many toluol contracts and claims 
'Should be settled. That meeting was attended by a representa
tive of the Government by the name of Falk. 

I have forgotten for the moment the precise position which 
he held, but I think be was a chief in the Ordnance Bureau of 
the Raw Materials Division throughout the war. He had been 
in private life a consulting engineer, as I now remember. He 
had made under his direction some time during the latter part 
of the war a table which is commonly referred to as the Falk 
chart, and it was referred to in the order issued by the Claims 
Board Division of the War Department. This chart undertook 
to estimate the amount of probable production of toluol ~t 
given plants. There is testimony from a very respectable 
source, in my opinion, in our record to the effect that there wero 
errors in this Falk chart, though he himself a sumed full re
sponsibility for the chart, although he did not persona.nsr pre
pare it, insisting that it was correct. The Pittsburgh claims 
board along in March, I think it must have been, or perhaps 
in April, 1919, made an award making its recommendation as 
to the amount that Jones & Laughlin should be paid on the can
cellation of the contract. I think that award reached the hu
reau board here, and if I am in error I will thank the gentle
man from Illinois to correct me, but before it was taken 'liP fo1· 
consideration by the bureau here the Pittsburgh claims boarcl 
received knowledge of this Falk chart. Jones & Laughlin had 
declined to ·accept their award. So they recalled the claim from 
this board, rein~estigated it, and apparently settled it in the 
light of the Falk chart, and that increased the award made to 
Jones & Laughlin, which they accepted, by the sum of $'330,000. 
Now, I wish to state all the facts and state them fairly. That 
settlement on the Falk chart did ·apparently give the -very bigh
est reasonable credit -for production that seemed at all pr:obab1e 
in the industry. It did allow payment for an amount based 
upon the estimated production of the full plant of 300 ovens 
1·unning 24 hours a day every day in the year at fu11 capacity. 
Now, that is the substance of all we know about that claim. 
I do not know all the elements that entered into the considera
tion in the negotiation -and adjustment of this pal'ticular h·ans
action. Jones & Laughlin have not been heard before the 
committee. 

'The officer of the Government who actually negotiated the 
settlement was not heard by the committee nor called 'by llie 
committee for any explanation of the matter. I do not he itate 
to say to· you, because I wish to be perfectly frank, that it 
seemed to me that the settlement was too large, but I do not 
believe that there is the slightest justification from anything 
which appears in our record of any imputation of fraud a crainst 
the officer who negotiated it. It is a question of busin s 
judgment. That gentleman is available--

1\Ir. DEMPSEY. Will the gentleman yield for a .question as 
to the copper-selling contracts? 

l\1r. GARRETT. Certainly. 
M:r, DEMPSEY. A . a lawyer I have 'bad this e:xperience: 

The wheat market took a tremendous fall a number of years 
ago. Day by day the papers of a certain city quoted wheat 
at $1.25 a bushel and you could not sell a bushel of wheat 
to save sour life for a dollar. Now, this -selling contract pro
vides as the sole standard, as I understood the gentleman, the 
quotations in a particular paper, not in all papers, but in one 
paper alone. I happen to know, because I was interested as an 
attorney of this situation, that one broker furnished all the 
quotations for the papers at that time, and I happen to 1.-now 
that he was loaded to death with speculative and real wheat. 
Now, is not your contract subject to the objection that this 
particular paper might not show at all the selling price of 
copper in the months to which the gentleman refers from time 
to time throughout the life of the contract? . 

l\lr, GARRETT. I will say to the gentleman that in the first 
place this paper, as I understand it, is recognized as the 
standard journal of the copper metal industry. In the next 
place it is a fact that there was verification of the prices quoted. 
The gentleman will understand that this copper to be sold in 
April was not in fact sold and deli-vered in April. It would be 
sold in the following month, and so on, of subsequent months, 
at the average price as given in this journal for that month, 
and that price was verified by actual investigation of the 
prices at which copper was selling generally in the market. 
So I do not think that that criticism would apply. 

1\lr. DEMPSEY. But what I am criticizing is that by the 
contract as the gentleman describes it you do not have the 
right to \erify, :rou do not have the right to correct, you do 
not have the right to vary, you put this absolutelY in the power 
of this single paper and its quotations. 
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:Mr. GARRETT. Well, I did not read the full contract a few 

months ago, but I will say to the gentleman that, as a matter of 
fact, there was verification. 
· 1\fr. DEMPSEY. I am not talking about what was done, be
cause I do not know about that, and the gentleman has not 
stated as to that until now; but I was taking the gentleman's 
statement of the effect of the contract and its provisions and 
terms. 

1\fr. GARRETT. If the gentleman will examine the full con
tract-it is quite lengthy-he ·will find that the interests of the 
Government were absolutely protected. Now, upon the question 
of whether the contract was proper, the gentleman's judgment 
miO'ht differ from mine. It seems to me it was a very reasonable 
and proper proceeding. 

Mr. JUUL. Will the gentleman yield for a brief question? 
1\fr. GARRETT. Certainly. . 
l\lr. JUUL. The gentleman who previously requested to be an

swered illustrated his subject with wheat. Now, there is a 
method for verifying wheat prices. If you can sell wheat at a 
given figure in Liverpool, England. that is considered ·in t~s 
country to be the standard, valid price established. ·Now, IS 
there a similar method for establishing a standard, current price 
for copper, so that the world may know what copper is sold for 
to-day? Is there a market somewhere that establishes a 
standard? 

1\lr. GARRETT. I do not understand, l\1r. Speaker, that there 
is any future speculation in actual copper. Speculation in re
gard to copper is in copper stocks and not in copper itself. 

~r. RAKJ!}R. Will the gentleman yield for a question right 
there? 

1\fr. GAHRETT. I will. . 
l\Ir. RAKER. This contract has been running now about six 

months, has it not, an<l been in operation? 
1\lr. GARRETT. Longer tlmn that. It began in April, 1919. 

Perhaps I mav anticipate what the gentleman is going .to ask 
me. A1l the do,-ernment's surplus copper bas been disposed of 
long ago. 

l\fr. RAKER. Tl1e quotations in the paper name the value 
of copper throughout the country. Has there been any evidence 
presented by the majority of the committee to show that these 
quotations in the paper were fraudulent. or improper, or lower or 
higher than the ordinary market throughout the country? 

1\Ir. GARRETT. Oh, no. There has been no question raised 
in tlle committee about that. Upon the contrary, a witness se
lected by the committee, who seemed to be a very bright gentle
man, a 1\Ir. Gibbs-! believe his name was-secretary to Senator 
BRANDEGEE, made an investigation of th.e journal and of the 
market conditions, and his figures, as testified to, bear out abso
lutely the statements of all the others in regard to the prices at 
which coppet· sold during those respective months. Oh, no; 
there is no question about that 

lllr. RAKER Then as to the suggestion of the gentleman 
from New York [Mr. DEMPSEY] that it might have been unfair 
to the GoYernment by de~ignating this paper, it turns out that 
it was not unfair? 

Mr. GARRETT. It was not. The Government received-
Mr. DEMPSEY. The gentleman understands that my sugges

tion was entirely as to the terms of the contract. I did not 
understand that the gentleman stated anything as to how the 
contract was carried out, nor did I understand until now that 
there was any investigation of that question. 

l\Ir. GRAHA111 of Illinois. As a matter of fact, Gibbs testified 
to the prices he had found in the Engineering and Mining Jour
nul. That is true, is it not? 

l\1r. GARRETT. That is my recollection. And they accorded 
with the testimony that other witnesses had given before the 
committee--Wolfson and others that :'.: remember. I have not 
understood there was any question at any time about that. The 
Government received its money and the concerns that sold it. I 
do not know how that happened or why they happened to do 
it but my recollection is they charged no commissions on the 
s~les which they made for the Government, selling it in the 
regular course of business along with other sales. 

To revert for a moment, now, to the Jones & Laughlin con
tract, I wish to repeat that there is no reason why anyone 
should infer fraud or to imply or impute fraud to the negotiat
ing officer of the Government in the settlement of this claim. As 
I say, he was not examined. The committee met him person
nlly on its visit to Pittsburgh-a gentleman by the name of 
Dravo. He seemed to be a very excellent gentleman. I was 
very pleasantly impressed "\nth him, and he consorted with me 
upon the same terms of equality that he did with the other 
gentlemen of the committee, although his political affiliations 
are different from mine. [Applause.] 

l\lr. Speaker, I think that concludes about all that I have to 
say on the specific settlements mentioned in the majority report. 

I do desire, however, to direct the attention of the House to 
this statement of fact. Up tQ the time of the concluding of the 
testimony upon which · report No. 463 on House resolution 381 
was filed there had been settled of contracts, both formal and 
informal, more than 22,500. The uncompleted portion of these 
contracts and of claims settled or adjusted, in cases where the 
contracts were not completed, aggregate more than $2,000,-
000,000. These were adjusted and settled for about $330,QOO,OOO, 
and this includes $78,000,000 of partial settlements and awards 
upon other contracts. In other words, the W.ar Department 
claims boards, and their subsidiary boards, if I may so term 
them, have been able to settle for about 12 per cent more than 
$2,000,000,000 of outstanding Government obligations. [Ap
plause on the Democratic side.] 

Mr. RAYBUU.N. Will the gentleman yield? 
Mr. GARRETT. I yield to the gentleman from Texas. 
l\Ir. RAYBURN. How much were the total expenditures for 

the War Department? 
Mr. GARRETT. Does the gentleman mean for all purposes? 
1\fr. RAYBURN. For all purposes. 
Mr. GARRETT. Something over $18,000,000,000. I have 

that testimony here. 
Mr. GRAHAM of Illinois. I will refresh the gentleman's 

recollection, if he desires. 
Mr. GARRETT. I yield. 
Mr. GRAHAM of Illinois. It was $14,500,000,000, approxi

mately. 
Mr. GARRETT. The statement which appears in our record 

is that, as of date of September 1, 1919, the expenditures and 
outstanding obligations were $18,501,117,999.12. 

Mr. RAYBURN. I have seen it somewhere in the news
papers, or in the hearings or elsewhere, that somebody had 
testified to something like the figures the gentleman from nu
nois [Mr. GRAHAM] gives. 

Mr. GARRETT. Well, the gentleman perhaps has in mind 
the fact that in answer to an inquiry made by the committee 
of the Secretary of War as to expenditures up to June 1, 1919, 
a statement was prepared by Gen. Lord, the Director of 
Finance. 

That statement showed a total of $14,544,610,213.65, but that 
did not include any obligations. That purported to include 
only the expenditures and the amounts that had been passed to 
the credit of diosbursing officers in the different departments. 

There were some discrepancies, I might say, founn in that 
statement of Gen. Lord's, and Gen. Lord, in testifying before 
the committee at one of its very first sessions before the full 
committee, directed attention to the fact that it should not be 
taken as absolutely accurate, because on account of the differ
ences in bookkeeping in the different divisions there might be 
some errors, and Gen. Lord was particularly anxious to stress 
before the committee the point that it might not be taken with 
absolute accuracy. That was to be expected of Gen. Lord, of 
course, because he is a very efficient officer. The older Members 
will recall him, I know, as the able clerk to tlle Committee on 
Ways and Means when the Dingley bill was framed. 

Mr. GOOD. Mr. Speaker, will the gentleman yield? 
Mr. GARRETT. Yes. 
Mr. GOOD. I am apprehensive that, perhaps, n 'vrong impres

sion will be drawn from the gentleman's statement with regard 
to these two amounts. I am sure that the gentleman does not 
intend to leave the impression that it will be necessary after 
June 30, 1919, to pay approximately $4,000,000,000 in the dis
charge of contracts of the War Department that were then out
standing? 

Mr. GARRETT. The statement of Gen. Lord did not include 
estimates of obligations then outstanding, either then or subse
quent obligations. 

1\fr. GOOD. That is, the $14,500,000,000 did not? 
Mr. GARRETT. It did not. 
Mr. GOOD. But the statement of $18,500,000,000 included ex

penditures as well as outstanding obligations. Now, there is a 
difference of about $4,000,000,000. Of course, we did not have 
outstanding obligations on June 30 that will be necessary to 
pay $4,000,000,000. Many of these obligations were canceled 
without payment of anything, and some without the payment 
of very much. 

M:r. GARRETT. The gentleman, of course, being the chair
man of the Committee on· Appropriations, is doubtless more fa
miliar with that than am I. This is the statement given to us 
by an expert accountant employed by tbe committee, who in
vestigated the books of the department, going through them 
very thoroughly. That statement was given to us by him, and 
he testified concerning it. 

Mr. GOOD. ·was that $14,500,000,000 given as the probable 
amount? 
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Mr. GARRETT. I can not say ; nor did he say whether it 
was an estimated: amount. He simply ga ·e it to us under that 
head. 

:Mr. LONGWORTH. :Mr. Speaker, will the gentleman yield? 
1\fr. GARRETT. Yes. 
Mr. LONG'WORTH. I intended to ask the gentleman just 

the question which the ~ntleman from Iowa [Mr. Goon] asked. 
Eut let me put it in this way: Was that $14,500,000,000 the 
amount that had been paid up to the 1st of September? 

l\.Ir. GARRETT. As I understand it, that purporteu to be 
the amount drawn from the Treasury, not paid necessarily, be· 
cause money had been drawn from the Treasm·y and placed 
to the credit of disbursing officers at different points, .accord· 
ing to my recollection of the testimony of Gen. Lord. 

1\lr. LONGWORTH. Can the gentleman state what balance 
stnncls to the credit of the \Var Department to-day? 

hlr. GARRE'I'T. I can not. 'Ve have no evidence upon that. 
l\Ir. LONGWORTH. And those figures are inclusive of the 

period beginning on the day we entereu the war up to the 1st 
of September? 

Mr. GARRETT. From April 6, 1917, to September 1, 1919, 
and obligations outstanding as of September 1, 191D. 

Now, lli. Speaker, how much time have I remaining? 
The SPEAKER. The gentleman has 17 minutes remaining. 
Mr. GARRETT. These, I believe, are substantially the state-

ments of fact justified from the records before this committee, 
and I am willing to submit to the deliberate and unprejudiced 
judgment of men on either side of this Chamber whether it I 
ha-re correctly stated the facts-and I rest upon the record for 
my statement-there is justification for the imputation in this 
majority report of fraud. [Applause on the Democratic side.] 
It does not exist. 

lUr. Speaker, the gentleman from Kansas [l\Ir. CAMPBELL] 
correctly interpreted the purpose of bringing thi report, which 
3 'l• fo.It no action on the part of the House, before this body for 
debate. He said, "We are not criticizing the officer and the 
meu." There are officers and men connected with these settle
ments who saw service in France. But it will give an oppor· 
tunity-that was the idea, though not his own words-to criti
cize the President of the United States and the Secretary o:t 
War. _ 

Criticize the President of the United States? Certainly; you 
do not need a special rule to do that. [Laughter.] You have 
ne\er needed any excuse to do t11a t. All you have ever asked 
ha been an opportunity. [Applause on the Democratic side.] 

Criticize the President of the United States? Wby, that is 
characteristic. Did it el'ery occm· to you that since the Repub
lic:m Party came into existence there have been five Democratic 
Pre idents elected by the United States? One of them the Re
publicans themsell'es nominated and elected as Vice President, 
and he became President by rea on of the death of the great 
Lincoln, and they impeached and sought to oust him from office. 
The next one who was elected by the people they stole it from. 
[Applause on the Democratic side.] The ·other three they have 
slandered while living and traduced when dead. [Applause on 
the Democratic side.] We had an instance of that UJ few months 
ago, when an effort was made to set aside a little plot of ground 
upon which to erect a monument to President Buchanan. 

Criticizing the President of the United States? Whs-, he is 
accustomed to it; not only to criticism--

1\Ir. CARTER. 1\fr. Speaker,_ will the gentleman yield? 
1\Ir. GARRETT. In a DlQment. Tbe1·e have been Republican 

expressions of criticisms in clubrooms and cloakrooms and draw
ing-rooms and on the street compared to which the jibes of the 
guttersnipe a.re gracious compliments. But criticism is not all. 
Mr. Speaker, offensive curiosity and malignant hope forced a 
way into the sick chamber of the President undel' a pretense 
of performing public business, though every man knows, and 
the President himself knew, that the visitor went there for an 
inquisition of lunacy, with an order to return the writ within 
48 hours. [A_pplause on the Democratic side.] And how disap
pointing it must have been for him to meet there a mind clear, un
touched; a vis~on that still looked into the far future unclouded; 
and n. will unbent, though he had suffered temporary defeat in 
bis masterful effort for bringing about the peace of the world 
and stanching the flow of the blood of mankincl [Applause 
on the Democratic side.] And now the President has. added in
sult to injury by walking! [Applause on the Democratic side.] 

:Mr. ·LONGWORTH. Mr. Speaker, will the gentleman yield? 
Mr. GARRETT. Not just now. 
Criticize the Secretary of War? Why, certainly. Did it 

e\er occur to you that in every war of consequence in which 
this country has been engaged the Secretary of Wa.r has been 
a Democrat? It was so in the 'Var of 1812, and in the War 
with 1\Iexico. And 1\lr. Lincoln, in the very midst of the Civil 

War, called' the great Stanton, the great Secretary of War, to 
his Cabinet. And it was so in the present war. The only 
Republican Secretary of 'Var we had was during the Spanish· 
American War, :Ur. Alger; and you remember that. [Applause 
on the Democratic side.] Now, do not misunderstand me. I 
disdain to make any intimation as to tllings that occurred 
during that administration, as charging l\lr. Alger with any 
responsibility. No man of sense and intelligence would thinlt 
for a single moment that he or the great and kindly McKinley 
were in any sort of way responsible for the food that was :te(l 
to the soldiers of this country in tlmt war, and there is no 
political advantage to be obtained from it and none was ob· 
tained; and I tell you gentlemen now, you will uerlve none 
from this constant nagging. [Applau e.] 

Mr. LONGWORTH. Will the gentleman yield? 
The SPEAKER. Does the gentleman from Tennessee yield 

to the gentleman from Ohio? 
Mr. GARRETT. My time is -very short. 

,.. -·· _ .. 
' 

Mr. LONGWORTH. Just a short question. 
:Mr. GARRETT. I yield to the gentleman from Ohio. 
1\Ir. LONGWORTH. The gentleman Thill not deny, will he, 

that in another body harsher criticism has been used of the
President and the Secretary of War by members of the gentle
man's own party than by members of the Republican Party? 

Mr. GARRETT. I let the record stand for whatever it may be. 
Criticize the Secretary of War! Not the officers and soldiers; 

no; the Secretary of War. Oh, gentlemen, do you realize in 
faint degree what the duties of the Secretary of War have 
been? 

The Army of the United States which went to France in 1917 
was the largest army, the best-fed army, the best-clothed army, 
the best-equipped army that ever assembled under the flag of 
this Republic. [Applause.] · 

Criticize the President and the Secretary of War! Mr. 
Speaker, the closing paragraph of the report of Gen. Pershing, 
the commander in chief of the American forces in France, is as 
follows: 

In closing this report, Ir. Secretary, I desire to record my deep appre
ciatjon of the unqualifie-d support accorded me throughout the war by 
the President and yourself. My task was simplified by your confidence 
and wise counsel. 

[Applause.] 
1\Ir. Speaker, I entered upon the service required of this com

mittee with extreme reluctance. I had some ision of the 
drudgery which it was to entail, but I accepted the responsi· 
bility because the minority leader asked me to do so. I have 
not at any time or any place-anu the gentleman f-rom Nebraska 
[1\Ir. JEFFERIS] said the same of himself ye terday and said it 
truly-sought to inject into this matter the party spirit. I 
should be glad if I could be helpful in some constructive matter. 

I wish to say to you, l\fr. Speaker, that those honorable gen
tlemen with whom I have been associated in this gruelling work, 
these gentlemen of the majority, are capable of better things than 
hunting flyspecks. [Applause.] And I believe that in justice 
to my friends, the gentleman from Illinois [1\lr. GRAHAM] and the
gentleman from Nebraska [Mr. JmEms], the steering com
mittee, or whatever influence there is, should call off these 
efforts. 

They h!lve done everything they can. If there were anytbin.,. 
there they would have found it. The War Depal'tment has been 
rakeu from end to end as with a fine-tooth comb. If they hall 
found anything they would have brought it here before now, 
Mr. Speaker; and I suggest that they be relieved. They ought 
not to have imposed upon them the task of insulting their own 
intelligence as lawyers by a political exigency that requires them 
to bring in. such a thing as this. [Applause.] 

Give tbem an opportunity, sir! They are able men. Give 
them an opportunity to go at something that is constructive, 
and· maybe they will be able to pull that side into performing 
something in these critical times for the good of the Republic. 

I resent the imputation of fraud contained in this report. 
I resent it in the name of my party. one of who members ha~ 
pens to have been the Secretary of 'Var throughout these gruel· 
ling years of ~ar. I resent it in the name of friends in that 
department, men of different political faith with whom I have 
come in contact. in whose integrity I have confidence. 

I resent it in the name of the living millions of soldiers. I 
resent it in. the name of the mothers of the soldiers who died 
in France and who "have their place in the warriors' heaven." 
You shall not, at least without my earnest protest and my feeble 
dispute, catise tb.ose grieved souls and bruised hearts to suffer 
more by untruthfully alleging that the administration under 
which they fought for their country was shot through with fraud. 
[Applause.] I challenge that statement and demand the proof. 
[Applause.] 
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Mr. GR.A.H.A.M of Illinois. 1\lr. Speaker, I ask unanimous he approved it, then the rrport would b-e ~nt to \Vashington 

consent to revise and extend my remarks. for review by the Director of Purchase. The C'¥idellce show~ 
The SPEAKER. The gentleman asks unanimous consent to that this was the com-se during Decembert l!l18. and January, 

revise and extend his remarks in the RECORD. Is there ob- 1919. Some time in January, 1919, the eyidenee show there was 
jection! organized in the War Department a central or superior board 

1\Ir. B~'"TO~. 1\fr. Speaker, I regret, but I must object. known as the ·war Department Claims Baaru, and this orguni-
The SPEA.KER. Objection is made. zation consisted o:f a member from each corps. of the Army; for 
1\lr. GRAHAM of Illinois. In view of the objection, MJ.·, instance, one from the Purchase and Storage or Quartermaster, 

Speaka·, I now state t.hat I do not desire to yield to any in- one from the Ordnance,. and one from t11e Sign 1 Corps~ and 
terruptions of any kind. I have considerable to say and I want several other officers, including a rePl.'esentktive of the Director 
to say it A.D.d in doing so, gentlemen, I will have to ask your of Finance. This board was to lay down general policies. 
indulgence if I follow my notes quite closely. Facts have been As soon as the claims came in from the zone officer this Claims 
called for, and I want to give them to you. Board gave them consideration and either approv d or disap-

The majority of the committee, after its investigation of WUl" proved them; then the claims would finally pass to the War De-
claims, has arrived a.t the following conclusions: partment Claims Board proper, but in so doing they would pass 

L The interests of the Government in many cases have not through a bureau board attached to each department in the 
been sufficiently guarded in such settlements. War Claims Board proper. After the act of March 2., 191S, 

2. Certain rules have been adopted by the War Department was enacted, practically the sume machinery wns used. 
Claims Board which, as administered, have had the effect of There \\-as machinery of this kind used in the Ordnance and 
depriving the Government in many cases of large sums of other departments in substantially the same way. 
money to which it is rightfully entitled. It will thus be seen that the initiation of the claim of the con-

3. Large sums of money have been allowed to various con- tractor was a claim filed by him and ap.proved by the officer 
tractors on settlements through unfair salvage values for raw in the zone or district where he had been operating under Ws 
materials and special facilities furnished by the Government. contract, and which officer bad had charge of too formal nego.-

4. In numerous instances Government officials charged with tiations with him, and who, in many cases, was the officer who 
responsibility have not exercised sufficient vigilance in the pro- had, in fact, made the contract with him. 
tection of the Government interests in such settlements. Attached to each of the various boards and officials were a 

It is the opinion of the subcommittee that the facts which large number of so-called legnl assistants. and technical experts 
have appeared in such investigations as this subcommittee has. to whom it has been found by the subcommittee thnt refer
made are sufficient to not only justify, but make it highly ad- enees were mad€' from time to time of parUcular parts of the 
visable, that this subcommittee report to the said select com- subject matter o:t: the claims. Va~ frequently these experts 
mittee the facts within its knowledge so thfl.t the same may be were men who came from the particular b:usine~.~ interests 
reported forthwith to the House of Representatives. involved in the settlement of the claim. 

There were many sections of our statutory law ap.plieable to the As a result of the system above outlined it is p1-acticall'y 
making of contracts by the War Department prior to the recent impossible to fix individual responsibility oo any particular 
war. Among these was the act of July 5, 1884, providing that all person where a contract has been settled in a manner not to 
contracts for supplies, and so torthl should be let to the lowest the interest of the Government. Where the adjustment ~f the 
responsible bidder therefor. The act of March 2, 1901, provided contract has gone through dozens ~f bands, in the- end there 
that pm·cbases of all supplies for the Army· should be made only is no individual responsibility, bn.t tlle resl)4)nsibility is scat
after advertising for bids. Section 3744, Revised Statutes, pro- tered among dozens of individuals, any one of hom can evade 
vided that every contract by the War Department should be in responsibility by directing responsibility on the others. This is 
writing. The statutes also provided that each conh·acting true in the settlement of such claims as tlle subcommittee has 
officer must make affidavit attached to the contract that the con- been able to investigate. Wherever it seemed tfiat th€re migbt 
tract was of no pers.onal admntage to him, and that if he failed be responsibility attached to an offieer fO"r the a.wartt he might 
to do .so be should be guilty of a misdemeanor. make in a particular instance~ it was the opinion of the sub-

On the 12th day of April, 1917, six days after the declaration colD.lilittee that the testimonl( would show that some so-called 
of war, the Secretary of War made an order dispensing with expert adviser who was in the serviee of the Government ha.d 
advertising for bids for contracts, which order has been already passed his judgment upon the matta> and tlmt this: had been 
referred to by 1\lr. JEFFERIS. accepted by the officer under whose authority he was working. 

From that time until the end of the war the statute requiring In the first instan~ the originaJ contracts were not si~ed by 
advertising for bids was practically a dead letter. As the war the officers who negotiated the contracts, but almost as soon 
progressed less attention was paid from time to time to the as. hostilities. began officers were design.ute<l, by order of the 
statutes above cited. Sometimes the necessary affidavits. were War Department, whose only function was to attach their 
made, and sometimes they seem to not have been made. AI- names. to written contracts and make a.ffidavit tha.t they had 
thongh thousands of contracts were entered into toward the end no interest in the contract ns the law required:. By this method 
of the wa.r, but little attention was paid to the formalities and the officer who signed the contrac4 and who was usually a 
hence thosuands of these contracts were found to be informal Regular Army officer, could make the affidavit that he had no 
and illegaL Some of them were not in writing; some of them persQnal interest in the conh-a.ct, widle, as a mutter of fact, 
consisted of telephone conversations; some of a letter or tele- the officer who did in fact negotiate or advise the making c:f 
gram, and contractual obligations were assumed m0l1nting intO> the contract was, in many in&ances, some one from civil life 
hundreds of millions, where there was little or no legal evidence who was closely allied with the particular business interest 
that any contract bad been made. involved in this Ol" other similar conb:acts. with the Go\ern-

This situation became such that on No--vember 25, 1918, Comp- mentL 
b·oller WarwickF of the Treasury Department, wrote Secretary , The subcommittee on ordnance has performed a great mass 
of War Ba.ker a letter in answer to a letter of tile Secretary of of work in attempting to investigate, e\en in part, the expencJ:i. 
War dated November 21, 1918, and in which the comptroller tures of the Ordnance Department. Although the select com
stated that all of the contracts signed by proxy were illegal. mittee, immediately upon its. appointment on June 18, 1919, 

Following the decision of the comptroller, the so-called Dent requested of the War Department a list of all contracts entered 
Act was prepared and submitted to Congress, presumably under into by the War Department o:f over $100,000 in face value, 
direction of the War Department, and whicll became a law on together with the aggregate amount of money expendecl on the 
March 3, 1919. The principal provisions of this statute are in same, it only received the futal parts of this report on Septem· 
the report. ber 18, 1919. To further illustrate the difficnltie:s unde1· which 

Prior to the passage of this act, and, in fact, almost imme- the committee has. labored, on June 18, 19H}. tbe committee 
diately after the signing of the armistice, machinery was put requested from the Secretary of War information as to the 
in operation for the settlement of claims against the War De- total amount expended by the War Department from the begin
partment. The system is a very complicated one. It has ning of the war until June 1, 1919. An answer was given to 
already been described. '.rhe system seems to have been that this inquiry by the Secretary of 'Vu1· on June 23, 1919. After
when u contractor desired to make a settlement he took the wards the committee ascertained through an aceountant that 
matter up witb the office1·s who had previously had charge of the original answer given by the Secretary of War was errone
the performance of contracts that had been suspended, and this ous, and that the amounts expended by the various branches 
officer then made a reeommendation to the local board as to of the War Department, as given by the Secretary of ·war, :we 
what he thought the settlement on.ght to be. The local board off balance from $171,582.37 as a minimum, to $184,945.933.47 
then passed upon the claims, and if they approved the recom- as a maximum. 
mendation it would be s.o indicated, and the report would then In making the investigations we hav~ attempte:.l to make 
go to the zone supply officer and he would pass upon it, and if , we lurve found also great trouble in ascert.'linlng where the 
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particular information may be found that the committee 
desires. Days after hearings had been had, and after the com
mittee had requested all the papers, witnesses from the 'Var 
Department would come to the committee with statements 
that there were certain papers that the committee had not ·seen 
that, up to that time, had been kept in the various uistrict 
offices or elsewhere unln10wn to the committee. 

'Vherever the subcommittee has requested from the War 
Department specific information, such information has been 
given. However, in no instance has information been volun
tarily proffered to the committee by the 'Var Department, and 
hence the subcommittee has found it absolutely necessary to 
get what it gets by specific requests and after investigation, fre
quently outside of the department itself. 

In about 50 per cent of the cases of informal contracts it bas 
been possible for the War Department to adjust the suspension 
of these contracts without damages. Many contractors have 
shown a most commendable ~irit of fairness in such settle
ments an.d have done everything they can to relieve the Govern
ment of additional financial burdens. And in many instances 
where exorbitant claims have been allowed the blame does not 
attach to the negotiating officers so much as it does to certain 
rules that have been adopted by the War Department Claims 
Board, which this subcommittee believes are unfair to the Gov
ernment, and a spirit pre\alent in the department to accede to 
the demands of the claimant rather than to vigilantly protect 
the financial interests of the Go\ernment. 

Under the system adopted many civilians and commissioned 
officers of the War Department, and who possessed little, if 
any, knowledge of contracts or the construction thereof, and 
but limited knowledge of business and less concerning the con
struction of buildings and the manufacturing of complicated 
machinery, have been clothed with authority to settle and ad
just procurement orders and contracts of uncertain meaning 
wilb contractors, and in so doing to transfer to such con
tractors \aluable buildings, machinery, tools, and materials at 
a small percentage of the cost and value thereof. 

Other claims involving the transfer of costly buildings, ma
chinery, and materials have been settled by what is termed 
"negotiation," whereby the Government bas permitted the con
tractor to retain the same at the price offered by the contractor, 
and without due consideration or ascertainment of the actual 
market value of the same. 

In investigating the various matters it has not been possible 
to find anywhere a complete record of the transaction such as 
would be found in any court wb.ere a claim had beeu adjudi
cated, as n-ill readily be seen by a reading of the hearings had 
by this subcommittee. There were private conversations by 
the various so-called technical experts and members of boards 
witll each other and with various merchants and business men 
and with the claimants, as a result of which negotiations anu 
talks and hearsay evidence claims were allowed and large sums 
of money paid. When it is attempted to ascertain the exact 
basis of these settlements no record is to be found and the in
vestigator is forced to rely upon what some contractor or some 
Army officer says the facts were. Instead of the cumbersome, 
unwieldy, and unsatisfactory machinery now de\ised and in 
operation, if summary courts of claims bad been established 
unde.r order of the War Department, where every claimant 
would have been required to have produced his proof and 
where a r ecord of the same had been preser\ed, the task of 
those who would revise such claims would ba\e been made easy. 
But to-day, so far as this committee is concerned, and any 
other board, court, or committee that attempts to investigate 
any claims now being settletl by the \Var Claims Board is con
cerned, such agency will be compelle<.l to develop the facts by 
the calling of witnesses and by long and laborious research and 
investigation, and even then will be compelled to rely upon the 
memories of men who have perhaps long since left the service 
of the United States and ha\e nothing to refresh their memories 
with. 

Every settlement made under the act of March 3, 1919, is 
suiJject to review by either the War Department or a committee 
of Congress appointed for ~he purpose. In view of that situa
tion, and while there is yet the opportunity to revise these 
sett lements, if desired, the committee now reports the facts 
hen~in, so that the attention of Congress and the Secretary of 
W nr may be directed to these things. It is my deliberate judg
m<'nt that the interests of the -United States ha\e not been 
inr-: is ted upon in many of these settlements as they should be. 
Th remedy is not for this committee to apply, but the remedy 
mu ~;t necessarily be applied by the 'Yar Department, under 
wl · ~e juri::::diction this machinery operates. 

' 1 illu ~trate mro ny otbet· settlements, the follo\ving specific 
iu ........ nces are given. lt is probable that the instances given are 

not extraordinary, but, rather, represent the rule, and are ones 
that happen to have come under the subcommittee's attention. 

IIIDIUY !II OSS & CO. 

The contract of Henry :Moss & Co. was entered into in the 
~atter pa;t of SeJ?t~mb~r, 1918, and was for 195,000 branding 
Irons. \\hat tactician m the \Var Department engineered this 
purchase I fear will be unkno\\11 to fame. The committee was 
unable to learn his name. Altogether during the war and until 
after the armistice the War Department owned 580,182 horses 
a~cl mules of. all. kinds, over 90,000 of which died. Evidently, 
w1th a brandmg rron for every three horses, the country ought 
to have been safe. There were four contracts, but no brandin~ 
irons were delivered before the armistice. The contracto~ 
bo?ght 79,~52 pounds of copper to make these, for which he 
sa1d he pmd 39i cents a pound. The specifications said cast 
copper. When he came to settle the Government made a chemi
cal analysis of his copper on hand, found it impure, and hence 
only worth 11 cents per pound, anu sold it back to him for 
that. Instead of penalizing him for not following specifica
tions they allowed him full pay at 39! cents per pound. There 
were 20,000 pounds more copper furnished than he needeu but 
this meant nothing. They bou~ht it from him at 39t ~ents 
and sold it back to him at 11 cents. The Government paid 
this firm about $40,000 in settlement, at least $27 000 more 
than be was entiteld to. ' 

TIIE AMERICAN CAN CO. 

This company took seven contracts to make 89,000,000 haru 
bread cans. The prices ranged from 5ru to 6! cents each. 
Three independent can makers, with large manufacturing 
capacity, were trying to get contracts to make them at from 
4 to 5 cents each, but the Government would not contract 
with them. The ·company deli\ered 49,738,608 cans. As 
has been sai<l by Mr. JEFFERIS, tin plate had fallen in price bu t 
9 per cent. This was admitted by the secretary of the com
pany on the stand. In spite of this fact this company was per
mitted to keep this tin plate at 68 per cent of its cost price. 
At the same time, as is generally known, all sorts of tin prou
ucts ha-ve risen in price. Every scrap of this material was no 
doubt used in the 55 factories of this company. An inde
pendent producer of tin plate, who had agreeu to sell tin plate 
to the American Can Co. and who wanted to cancel his order 
on the armistice, was forced to deliver e\-ery pound. There 
was $867,732.37 worth of tin plate, and the Government lost on 
this tin plate $147,514.50 more than it ought to ha,-e lost. In 
addition, tools and machinery that cost the Government $165,-
705.56 was sold to this company at $35,695.47. The testimony 
showed that this machinery would readily last for 12 years of 
ordinary wear and was ordinary can-making machinery. We 
lost a quarter of a million dollars by this settlement. 

STEI~ BCR~ CAMP & FIELD EQOIPME~T CO. 

This contractor had three contracts, one for fireless cookers, 
one for bread boxes, and one for cooks' chests. These were 
entered into about the last of August, 1918. The contractor 
deli\ered 6G fireless cookers, 25 cooks' che ts, and 7 bread 
boxes. They cost us $171,687.06. This was the amount paid to 
the contractor in the settlement of his claim. The fireless 
cookers anu cooks' chests were to be made of black steel 
sheets, the bread boxes of tin plate. The sheets required were 
all of standard material and sizes. The testimony of steel men 
and of Government experts-one a man who had been em
ployed by Hibbard, Spencer & Bartlett for 40 years-was to 
the effect that the sheet steel was worth at the time, reason
ably, 95 per cent of iL cost price. The Claims Board let them 
take the sheet steel at the price of scrap iron and the tin plate 
at $~0 a ton-plate which was worth on the market at least 
$140 a ton. A colonel on the Claims · Board went to a metals 
expert attached to the board, a Mr. Birkenstein, of Chicago, a 
scrap dealer. Birkenstein told him there ought to be $25,000 
come out of the claim. Then Stein came down and saw Birken
stein, and Birkenstein told the colonel about $2,800 would be 
right. And then they settled. The least in pection of this 
matter would convince anyone that this company receiveu at 
least $114,051.01 more than they were entitleu to. 

NATIO~AL EXA::IIELING & STAl\IPI::s'G CO. 

This company had four contracts for boilers anu kett les for 
rolling kitchens. They were made from September 7 to Novem
ber 4. No completed articles were received by the Government 
on any of the contracts except the one for kettles, of which 
8,000 were furnisheu after the armistice. This company bas 
branches at various places in the United States, and issues a 
catalogue of 500 pages. It makes all kinds of materials ma<1e 
of tin plate and sheet steeL '.rlle contractor was permitted to 
keep the tin plate at approximately $35 a ton anu the steel at 
$28 a ton. It is \ery probable that the Government lost by this 
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settlement at least $27,000. One of these contracts also was 
made on No-vember 4. Sufficient time did not elapse for. him to 
get the material, but it -was charged as if they were received, 
and allowed. Doubtless the contractor had stocks of tin on 
hand for its ordinary business. 

Tl1e same w.as true of the American Can Co.. The secretary 
of the company swore they hn.d .a service contract with the 
American Steel & Tin Plate Co., and that they simJ>1y ordered 
in udv.anee.- for prospectlve orders. And ret on each contract 
they were allowed to charge for each oontr., ct as if the material 
had been ordered for tha.t contract alone. 

lln:IAR HILL STEEL CO. 

The Briar Hill Steel Co. is engaged in the manufacture and 
sale of steel products, billets, ingots, sheets, and the like. They 
had three orders for 776,600 sheets of eorrugated steel roofing, 
dnted about the middle of October. Nothing was ever delivered 
to tile Go-vern~MDt. It was allowed $164,519.'86 in en.Bh, and 
allowed to retain all t.lle raw materials and special facilities. 
It had 9,267 gross tons of steel ingots on hanti. These it charged 
to the Go-vernment at $48.~7 a ton, and bought them back for 
$31.57 o. ton. There was a large amount of rorrugated sheet 
steel on hantl. It offered 2 a hundredweight for this. A Gov
€mment investigator sent a written statement to the board 
showing the market price of such -sheets was $4.35 a hundrro
,weight, and tllat $2 was entirely insufficient. Disr~onrding this, 
tbe material was sold to the eompany at $2 a hundredweight. 
The material was the very material needed by the contruetor 
in its business. There ean be little doubt that th~ Government 
lost in this settl~ment :75,000 apprqximately. 

Tim S'l'All."lllRD STEEL CAC CO. 

As has been said, this company contracted to build nine hun
dred and sixty-four 9.5-inch howitzer cm·riages. Although the 
Government prepared several contracts, they would never enter 
into one. Mr. GARRETT states that he will not enter into a dis
cussion of this matter. I do not blame him. It is so permeated 
with :fraud and COl'Tuption that I do not wonder that any de
fender of this ndministrntion would not care to discuss it. We 
did not receiv-e a single caniage that we could use prior to the 
armistice. The Wn..r DeJ)artment spent in this ventm·e $18,-
582,428.88. After the armistice the Ordnance Department had 
them finish .200 of these carriages.. The company _plaC€d in the 
record a statement that the cost of production of these car
riages was llbont . 23,000 each. At this rate the total cost of 
prod.uction was nbout 4,()00,000. The balance of this TII.St 
sum, or about $14,000,000, was used in overhead and in build
ing an immense _plant, filled with costly machinery. all ef which 
the contractor now has. The company was permitted to take 
buildings and machlnery that rost $2,987,200 for $000,000, nnd 
materiaL'5 that eost approximately $5,558,000 for $300,000. 
There was a bid for this latter material of about $700.000 from 
another reliable firn1, which CoL E. S. Hughes, negotiatjng 
officer, concealed from his associates. The arsenals of the 
United · States were clamoi'ing for this raw material and ma
chinery, but they were handed o-ver to the contraetor. There 
was fmud and bribery proved in some of the subcontracts, but 
all ~ uch accounts were allowed in fu1l. 

A member of the 'Var Claim Board at Washington wired to 
know if the claim 11ad been nudited. He received an answer 

ifrom a member of th~ Chicago board to t.he effect that it bad. 
(The answer was false. AU this time the Government aceount-
1 ants were protesting against the n1lowance of it. The company 
stole a ~arload of small tools from this plant and removed them 

' clandestinely to their own plant. The wonderful maehine which 
they took from the GoTernment as junk they are now sending 
to their subsidiary factories for u.se. The War Department, in
stead of following the usual course, sent a couple of men to 
Ohicngo, and there the whole affair was clo (} up speedily and 
safely for the company. It has been said by Mr. Garrett that 
the 'Var Department was investigating this claim before we 
took a word of etidence. They had, and th€y stopped. The 
record shows that the chairman of the Chicago claims board had 
before that time written to the military intelligence telling 
them he wanted no further investigation of fraud. Col. Hughes 
wrote an order direeting that no complete audit be made, at a 
time when such audit was about to be made. He also <lemanded 
that the Go\ernrnent auditors be taken out of the plant imme
diately :u.""ter he had made his hurried settlement. 1.1le military 
intelligence ollicers had stopped work, owing to the attitude 
of the department. Then 1\fr. L. J. Blakey, a GoYernment ac
c..'<mntan~ came to the eommittee with his story. We went to 
Chieago and took testimony. Then things begnn to move. In 
a few days after our return 1\Ir. Garrett, of our ~mmittee, had 
a talk with the Secretary of War. Then l\fr. Baker telephoned 
me that he was ... oing to ha Ye some hearings and I could be 
}lresent if I cared. 'Vllat has been the result? A month has 
elapsed. 

Blakey ll~d been transferred first to the Aviation and then to 
the War Claims Adjustment Board at 'Vasbington, although he 
knows all about the Chicago work; Col. Hughes still is chair
man of the Chicago board. Gentlemen, read the record; it 
stink"""S of corruption. I charge that Col. Hughes has violated 
the military code in many instances and ought to be co·nrt
martialed. Other officers and civilians associated with him are 
as ba<l. Bribery has been proved in the case. How many prose
cutions has the Attorney General made? The Government has 
been defrauded of millions. What action bas the Secretary of 
War taken? Just as much as he ever s..lL.'lll. Mr. Garrett says 
this company has nat been heard. He knows that a subprena 
duces tecum was issued at Chicago for the records of this com~ 
pany and that they would not _l)roduce them. I hope, gentle
men, you will read the .record of this case. 

JONES & L:.!UGHLL~ STI:EL CO. 

This company had a contract, made in August, 1918, with the 
Go-vernment to erect 300 by-product coke ovens on the lands of 
the eompany at Pittsburgh, whicll we1·e to take the place of old 
beehiv~ ovens that the company had been using in its business 
of making steel. The Government was to tah-e the toluol and 
ammonium sulphate fo1· two rears produced by these ovens and 
was to pay $1.50 a gallon for the toluol and $90 a ton for the 
ammonium sulphate. The contract estimated the production 
of toluol at 810.000 gallons a _year antl the ammonium sulphate 
at 24,000 t<ms a year. Nothing was produced, the ovens being 
about one-half eompleted when the armistice was signed. 

The production of toluol was in the llnnds of a bttreau in the 
Ordnance DejJartment. The making of these contracts was op
posed by experts from the Bureau of Standards and elsewhere, 
in the Ordnance Department, as unnecessary .and improvident. 
However, they were made. Th€ H. Koppers Co., a eompa.ny 
making and building a by-p-roduct coke o-ven. began ~ly; to 
ha.Ye a controlling inftuence in this d-epartment. About the 
time the -contract w.as made the following persons were em
ployed in th~ department: Capt. Horace C. Porter, in charge of 
toluene production and distribution. He was, from 1915 to the 
time he -entei'ed the War Department, chemical engineer of the 
H. Koppers Co., and durillg at least part of the time he was an 
officer was dmwing a salary from the Koppers Co. 

Lieut . ..AI·thur R. Gray was the officer in ·charge of di-stribu
tion; he, from ~915 to 1918, wa-s _purchasing engineer for the 
Koppers Co. Mr. H. P. Jellar, who had charge of investigations 
and -efficiency studies -of eoke ovens, was, at the time of his en
trance, superintendent of a by-product eoke oven company, and 
left the department in January, 1919, to accept a position with 
the Donner Union Coke Corpm'tl.tion at $12,000 a year. 1\Ir. 
C. J. Ramsberg w.as a technical expert in the toluene depart
ment~ he was also vice president of the Koppers Co. He worked 
two days a week for the Government and four days for the 
Koppers people and drew a salary from botll. Mr. H. B. Kirk
patrick was also a technirnl ~et·t. He was an employee of the 
Koppers Co. and drew a salary from both the Government and 
the company. There was another technical expert named Engle
man; he left the department to take a good position with the 
Birmingham Coke & By-Products Co. Of course. the Koppers 
ovens were used by Jones & Laughlin, and in most of the Govern
ment work. 

When the contract of Jones & Laughlin was suspended, they 
filed their cJaim. Early in January some claims board men and 
by-product eoke-oven people met in New York. They ftx:ed a 
\nlue on toluol at lH cents a gallon and on a.mnJoninm sulphate 
at $60 a ton; why, nobody knows. Tllen they .settled with Jones 
& Laughlin, estimated their full production for two years, ana 
ga\e them the di1:Ierence between 1.7-! cents and ~.50 a gallon 
filld $90 and $60 a ton. It amounted to 3,330,040.69. At the. 
New York meeting n. Maj. Falk had presented a chart in which 
he assl.IDled to give what coke ovens ought to proouce. The 
chart was wrong, mathematically and in fact. After the Pitts
burgh bonrd allowed the ela:im, some one calle<l their attention 
to th..is Falk chart. They at once reopened the claim and gave 
them $345,946.31 ID{)re. T.hen the claim cnme to the Washington 
board and was referred to a technical expet't, l\1aj. Frankforter, 
late of the University of Minnesota. He ealled their attention 
to the errors in the chart, and would not approve the claim. 
Just then the department found the contract with Jones & 
Laughlin was informal and that they must file another claim, 
which they did. Then, in order to avoid the facts and 1\Iaj. 
Frankforter's rep-ort, Col Ayer issued Ordnance Circular No. 60, 
telling all claims boards that, although the Fa1k chart was 
wrong, they might use 1t if they \\anted to, and then the Pitts
burgh boo.rd, being duly authorized, reallowecl tbe claim, which 
went through the 'Vashington office and was duiy paid. 

The Falk chart was prepn.red by men in the department 
closelY aflilia ted with the Koppers people. There is no <loubt 
the Government was defrauded of vast sums of money in this 
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settlement. Prospective profits were allowed, in violation of the 
Dent Act. If the Government had taken the two years' product 
under this contract instead of settling, it would have saved over 
a million and a quarter dollars. Anyone who doubts this can 
compute it easily from the facts. The 'Var Department knows 
all this, and yet absolutely nothing has been done, and nothing 
·will be done. 
· The report of the Secretary of War filed on the opening day 
of this session details approximately 5,000 claims that have been 
allowed by· his machinery and approximately 4,700 that still 
remain unadjusted. Even the most casual examination of these 
claims will convince the investigator that the whole mass of 
claims should be reexamined and most of them readjusted. That 
this ought to be done goes without saying. And it seems to 
follow, as a logical sequence, that this ought to be done by some 
impartial semijuclicial board whose personnel has had nothing 
to do with the former settlements. 

When the United States entered the World War we were en
tirely and absolutely unprepared. Although the conflagration 
'had been raging for over two ·~nd one-half years across the 
water, we had made no attempt to prepare for the day when 
it would spread to our side of the world. \Ve had an adminis
tration of national affairs that was pacifist to the heart. The 
President not only consented to but apparently approved a na
tional campaign in the heat of the war that was based upon the 
specious and misleading theory that he would keep us out of 
war if elected. IDs Cabinet was notoriously pacifist. The Con
gress, controlled by this administration, enacted no compre
hensive measures for national defense. Such appropriations as 
were made for war supplies were in ·some instances not used 
for that purpose. There was information in the hands of those 
in executive charge of our affairs that gave them every notice 
that war was imminent. Yet when suddenly we found our
selves at war by a declaration of April 6, 1917, our weakness 
and lack of foresight became at once apparent. We had no air
craft, although we had known for years we must have them. We 
had no cannon, no shells, no small arms, no ships, no uniforms. 
Worst of all, we had no plans for anything. We did not know 
how to build guns or war machines and had no one to tell us 
how, except he came from across the seas. No trained personnel 
had been built up to do these things. For example, there were 
but three or four officers connected with the construction de
partment and about 60 Ordnance officers of all grades in the 
Army in April, 1917. In such an emergency the administration 
adopted · the policy of turning over to representatives of the 
producffig and manufacturing interests of the country the plan
ning, requisition, purchase, and prices of supplies for our 
military forces. The only preparedness this country had on 
April 6, 1DJ7, was the preliminary organization through the 
advisory corr..mission of the Council of National Defense of those 
who had things to sell which the Government would require dur
ing the war. From the time of our entrance into the war until 
its close, and even to this time, the business of buying and price 
fixing was not in the hands of the Government but in the hands 
of the producers. 

I can not illustrate this better than with a statement of the 
copper situation during the war. 

COPPER. 

It was evident at the time of the entrance of the United States 
lnto the World War that large amounts of metallic copper would 
be needed, not only to supply the demands of the United States 
but as well to supply, in part ;~.t least, the needs of the nations 
allied with the United States in that war. This fact was also 
apparent even before April 6, 1917, when Congress passed the 
resolution declaring that a state of war existed. Copper enters 
largely into the making of munitions of war, and is especially 
an essential in the making _of shells and projectiles of all 
calibers. 

Prior to the declaration of war the War Department had 
failed to lay in any supply of copper for its prospective needs. 
In view of this situation the Government, in the production of 
copper for our war-time needs, was forced to rely upon the judg
ment and plans of those who had copper to sell. The facts dis
close that from the very initiation of our attempts to procure 
and purchase copper for our war-time needs up to the time of 
the final disposition by the Government of its surplus stocks 
of copper after the signing of the armistice the situation as 
regards the production and sale of copper was entirely within 
the control of the copper producers. At no time was the Gov
ernment a free agent in the purchase of such supplies. 

On the 11th day of October, 1916, the President appointed an 
advisQry commi'3sion to the Council of National Defense, which 
last-named body had been authorized by an act of Congress 
passed before that time. This advisory commission met first 

on the 7th day of December, 1916. Mr. Bernard 1\f. Baruch, 
banker, was chairman of the commission. 

These gentlemen, originally appointed as an advisory board, 
on February 12 adopted a resolution to the effect that a series , 
of conferences be held with the leading men in each industry, . 
so that the industries could organize themselves and deal ' 
through one man or a small committee. It will be seen from ' 
the. facts hereinafter stated that the plan originally was-al}d , 
which plan has been fully consummated in the subsequent pro
ceedings-that the copper industry, as well as other producing 
industries, should be so centralized that it could be dominated 
and controlled by one man or a very small number of men, and 
that this control, once established over the industries, continued 
throughout the war, was the paramount influence toward price 
fixing and price control, and is one of the causes of high-priced 
commodities at this time. The plan of the Government was to 
centralize all industries irrespective of the result that might 
ultimately follow. 

At the meeting last above noted, Mr. Baruch was given charge 
of raw materials, minerals, and metals, and it is manifest, 
among other matters, that he was in conference with the copper 
producers at the time of the declaration of war, a little less than 
two months afterwards. This is evident from the fact that 
about 10 days or 2 weeks before the President sent his message 
to Congress on April 2, 1917, l\Ir. Baruch and l\lr. John D. Ryan 
were in conference at Washington and at that time arranged, 
evidently with the approval and after conference with the gov
ernmental authorities, a combination of copper producers and 
a sale to the Government of 45,000,000 pounds of copper at 163-
cents per pound. Mr. Tobias 'Volfson, vice president of the 
United Metals Selling Co., and next to 1\fr. Ryan the principal 
official in that company, came to ·washington on or about the 
2d. of April on telegraphic advice from Mr. Ryan, and at that 
time ''"as advised by Ryan to take charge of the matter of 
a~ranging the sale aforesaid and to have the proper conferences 
With the copper producers interested to that end. It will thus 
be seen that before the declara-tion of war Mr. Baruch, chairman 
of the advisory commission of the Council of National Defense, 
and Mr. John D. Ryan, president of the United Metals Selling 
Co., had arranged a combination and consolidation of the copper 
producers for the purpose of selling copper to the Government 
through the United Metals Selling Co. Mr. John D. Ryan was 
president of the company. Its stock was owned by the Anaconda 
Copper Mining Co., of which Mr. Ryan was president also. The 
companies who thus united in the combination that authorized 
the United Metals Selling Co. to act as their agent were the 
Anaconda Copper Mining Co. and 26 other companies. 

It is in testimony that the United Metals Selling Co. under 
this arrangement represented practically all the copper pro
ducers in the United States. This arrangement was known 
to the Government and agreed to by it, and in fact was arranged 
by'officials then connected with the Government. 

The purchase of 45,000,000 pounds of copper was completed 
and the same was allocated to the military and naval depart
ments of the Government. Immediately thereafter, however, 
it became apparent that much larger quantities of copper would 
be needed. 

The Government purchased during the war 592,258,674 pounds 
of copper, of which 523,338,735 pounds were purchased from the 
United Metals Selling Co., 66,846,000 from the American--Smelt
ing & Refining Co., 290,000 from the Cleveland Brass & Copper 
Mills, 800,000 from J. B. 'Vise, and 983,939 pounds from the 
Gorham Manufacturing Co. 

In the three last-named instances the companies were not 
copper-producing companies but had stocks of metallic copper 
on hand which they sold to the Government. It has been here
tofore mentioned that Mr. Baruch was appointed by the ad
·!_sory commission to take charge of raw materials, minerals, 
and metals. Thereafter, and early in the year 1917, Mr. 
Baruch appointed a cooperative committee on copper, which con
sisted of the following-named persons: John D. Ryan, R. L. 
Agassiz, W. A. Clark, Murry l\1. Guggenheim, James l\fcLean, 
Charles MacNeill, and Stephen Birch. 

1\fr. John D. Ryan, one of the cooperative committee, was, in 
addition to his connection with the Anaconda Copper Mining 
Co., in practical control, through his company, of the Greene 
Cananea Copper Co. and the Inspiration Consolidated Copper 
Co., companies who were represented by the United 1\Ietals Sell
ing Co., together with several other copper-producing companies. 
l\fr. C. A. MacNeill, another member of this committee, was 
president of the Utah Copper Co., which, in turn, controlled 
the stock of the Nevada Consolidated Copper Co., both companies 
being in this combination, and was an officer in the Chino Copper 
Co., the Ray Consolidated Copper Co., the American Smelting & 
Refining Co., and the Wolverine Copper Mining Co., and others. 
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The Kennecott Copper Co. owns controlling interests in the stock 
of the Utah Copper Co. and the Braden Copper 1\Iines Co., all 
controlled by the United Metals Selling Co., and which are in 
the group of mines ordinarily known as the Guggenheim inter
est . 1\Ir. James McLean, another member of said cooperative 
committee, is a vice president of the Phelps-Dodge Corporation, 
was a director in the Greene Cananea Copper Co. and Old 
Dominion Co. l\lr. 1\Iurry Guggenheim, another member of this 
cooperatiYe committee, is an officer and stockholder in the Chili 
Copper Co. In addition to the above, the Guggenheim interests 
''ere heavily represented in the Braden Copper 1\Iining Co. 
l\lr. W. A .• Clark, another member of this committee, in the United 
Verde Mining Co. and the Magma Copper Co. 

It will thus be seen that every member of this cooperative 
committee was deeply interested in the copper industry and in 
the succe s of various properties owned or controlled in part 
by them. This was the committee whose function it was to 
assist in or advise as to the purchase of coppe:- for the Govern
ment. 
- The committee above named was functioning after the first 
purchase of copper. 

During the month of August, 1917, there was a very consid
erable discussion in Congress as to. the propriety of the practice 
which it was thought was then prevalent of men attached to the 
various advisory committees of the Council of National Defense 
being intrusted with the purchase of supplies, in some cases 
from companies or interests in which they had a financial inter
est or were otherwise connected. As a result of an inquiry by 
the War Industries Board, on the 29th of August, 1917, the 
Attorney General directed a letter to 1\Ir. Scott, chairman of the 
·war Industries Board, in which he stated, in substance, that it 
was illegal for a person who was interested in the subject matter 
of a contract to enter into such contract on behalf of the 
Government. 

Yery shortly after the rendition of this opinion the various 
members of the cooperative committees that had been hereto
fore appointed by the Advisory Commission of the Council of 
National Defense began to tender their resignations. Section 3 
of the so-called food control act evidently was aimed at the 
practice that had been theretofore indulged in and made it 
necessary for any members of companies interested to sever 
their connection with the Government service so long as the 
companies in which they were interested were contracting with 
the Government. On the 3d of October, 1917, the War Indus
tries Board held a meeting, and at that time considered the 
matter raised by the opinion by the Attorney General and sec
tion 3 of the act of Congress aforesaid, and deliberated at con
siderable length on ways and means by which the effect of this 
act of Congress might be avoided by the appointment of com-

. mittees to act for the various trades and industries represented, 
and by which the same result might be obtained as before. 

Thereafter, on the 9th day of November, 1917, the director of 
the Council of National Defense stated, in a communication to 
the ~ational Chamber of Commerce, that-
in order to prevent a continuance of the embarrassing situation 
wherein members of the committee were called upon to act as both 
Government agents or advisors and, at the same time, as representa
tives of their respective industries that these resignations have been 
accepted-
and notified the National Chamber of Commerce to at once 
form committees to represent their industries which might deal 
with the GoYernment. Thereafter, as a matter of fact, in most 
instances the former cooperative committees were continued, 
but were known as committees from the various trades and in
dustries. There was no difference thereafter in the method of 
procedure. The copp~r cooperative committee resigned between 
September 19 and October 9, 1917. Up to the time that the 
cooperative committee on copper resigned all purchases of cop
per and negotiations relative to same were taken up through 
this committee. 

It is in evidence, and conceded to be the fact, that the co
operatile committee on copper practically cont:r.olled the com
panies that in turn controlled the price of copper in the United 
States, and it is further .shown, especially by the testimony of 
l\1r. Clarkson, director of the Council of National Defense, that 
because of the connection of these gentlemen with the Council 
of National Defense, and thereby with the Government of the 
United States, their authority was more coherent and their im
pact much greater in dealing with the other members of the 
copper industry, and that because of this official status they 
coul<l more effectively control the price of copper than they 
could have done as individuals. As individuals they could not 
haYe coordinated the entire resource of copper in the country 
as \Yell as they could do when officials. In other words, by 
virtue of their official standing all producers of copper could 
be compelled to pool their interests. 

In the matter of the production of copper, as in all other 
industries and trades, the yarious cooperative committees who 
were appointed were selected not by the Government but by 
the respective trade·: and interests, and, as naturally would be 
expected, these gentlemen had in mind the condition of their 
various trades and were supposed and expected to represent 
them in their various transactions with the Government. On 
the other hand, on the part of the Government, there was no 
one who knew anything about the various trades or interests 
involved, excepting in the molilt casual and fragmentary way, 
and this condition continued to a very considerable extent 
throughout the entire war and certainly throughout the war so 
far as the purchases of copper were concerned. 

As soon as the arrangement was made with the Government 
by the cooperating copper companies through the common agent, 
the United Metals Selling Co., ::our things were accomplished: 
First, all competition was eliminated; second, all expense. of 
selling and finding a market was eliminated; third, the possi
bility of all loss from bad accounts was eliminated; fourth, the 
market was absolutely under the control of the American pro
ducers of copper. 

While the United 1\fetals Selling Co., in its inception, did 
not represent all the copper producers in the United States, 
this . apparent difficulty in the organization was obviated as the 
result of an action of the War Industries Board early in 1917. 
Mr. Baruch, a member of the War Industries Board, appointed 
one Eugene Meyer, jr., as his representative, and who in turn 
requested all copper producers to arrange for a copper · pro
ducers' committee. Mr. Meyer at that time had large copper 
investments and was heavily interested in the business. In 
this matter be was acting as a member or agent of the War 
Industries Board. On September 28, 1917, he came to the 
copper producers and asked them to appoint a committee which 
would represent all the copper companies, not only those repre
sented by the United Metals Selling Co. but all other com
panies. That meeting was held at 120 Broadway, and there 
were present at the meeting the following persons: 

Joseph Clendennin, Charles Earl, S. S. Rosenstamm, L. Vogel
stein, Julius Loeb, Julian Beatty, 1\f. a:- Crego, T. Wolfson, Sid
ney Jennings, Charles Nichols, \V. Parsons Todd, G. W. Drucker, 
James McDonald, H. l\1. Brush, and Eugene Meyer, jr. • 

There were no Army officers at this meeting. It is not known 
exactly what happened at this meeting, but the question of 
furnishing copper to the Government was fully discussed. On 
the 21st of September, 1917, 1\fr. Robert S. Lovett, acting 
chairman of the War Industries Board, wrote a letter to l\1r. 
John D. Ryan, at New York, in which Mr. Lovett stated as 
follows: 

Dear Sir: I am pleased to advise you that the President bas ap
proved the oral agreement as to copper arrived at by the War Industries 
Board and the copper interests represented by you and which is cor
rectly set forth In the following statement made public by the President. 

The second purchase of copper made by the Government from 
the United Metals Selling Co. was on the 15th day of October, 
1917, after the President had approved of the new price, and 
was a purchase of 11,595,346 pounds at 23! cents per pound, 
or an increase of approximately 6.84 cents per ppund. No 
reason appears in the record for this increased price. The 
price of 23! cents per pound was continued in effect until 
June 15, 1918, when further increase of price was made to 26 
cents per pound. 

The War Industries Board, appointed by the Council ot 
National Defense, ceased to function early in the spring of' 
1918. On the 4th of 1\Iarch the President wrote to Mr. Baruch 
appointing him chairman of a war-industries board, and iu this 
letter of appointment gave him power by implication to fix 
prices. This War Industries Board was fully established on 
May 29, 1919, although it had been funetioning practically since 
the 4th of l\farch preceding the date of appointment by the 
President. From that time forward the War Industries Board 
was not under the control of the Council of National Defense. 
but was a body functioning by itself. 

The price fixing of copper, as well as many other commodi· 
ties, was in the beginning fixed by the cooperative committees 
appointed by the advisory Council of National Defense. This 
was particularly true of copper. Following the resignations 
of these various committees, the function of purchasing and 
price fixing was continued by the War Industries Board, ap
pointed by the Council of National Defense, and particularly 
through l\Ir. Baruch, a member of that board. This con
tinued until the spring of 1918, when the 'Var Industries Board 
was organized as a separate entity, and of which, as has been 
said, l\Ir. Baruch was chairman. After the appointment of 
this presidential War Industries Board, certain committees 
were appointed by the board to have charge of various indus-
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tries and productions. Almo t at once there was appointed by 
l\lr. Baruch what w:as called a nonferrous metals section. This 
section ha.d charge of, among other things, copper. Its per-
onnel was Pope Yeatman, chief; E. C. Thurston, assistant; 

Andrew \Valz, as ist.ant. From the time of the appointment 
o! l\Ir. Yeatman nnd his section it was not permitted to place 
an order relati\e to copper ex-cept through him. A clearance 
from ?tlr. Yeatman was a prerequisite to such an order. Mr. 
Yeatman was mining engineer, and at the time of his ap
pointment was working for the ~uggenheim interests, and w~s 
drawing $100,000 a year salary from them for this service in 
their mining interest He left this position and was sernng 
the Government for $1. per year, at which employment he con
tinued until immediately .after the armistice, when he left the 
Government service and ent back to his original employment. 

During the year 191.8, Ir. Yeatman, under the direct snper
Tisjon {)f Mr. Baruch, had complete c'ba.r ge of the eopper situa
Uon in the United tates. 

During the period of the w the business ot selling copper to 
the Go'Vernment was conducted by Tomas Wolfson, vice presi
dent of the United l\Ietals Selling Co., and by a Ir. Mosehauer, 
who w-as loeat£d at Washlngton, and who was the representative 
of the United 1\Iet Is Selling Oo. and the .A.meriean Smelting & 
Refining · Oo. .An arrangem~:nt had been made between th e 
two companies by wb.ict1 the American Smelting & Refining Co. 
was to llandlc all copper far e:x:port, and the United Ietals Sell.
ing Co. w.as to handle all copper for domestic use. 1."'hey were, 
however, both represented by the Washington representa
tive, as above stated. 

During the entire period of the ar tbe uncontradicted testi
mony shows that the Ordnance Department nnd its officers had 
nothing to do with the fixing nf prices on copper, and the Army 
officers in what they did simply followed Executive ord~ tn 
that regard, and follo~ the directions of 'Civilians in the War 
Industries Board ·or other price-fixing bodies constituted from 
time to time. .As to the priees, tbe representati-,es of the 
Ordnance Department had no negotiations at all. 

After the signing of th~ armistice it was det rmined that 
there was })proximately 100,0001000 pounds of copper in the 
hands of the 'Var Department that e<m.ld be counted as STirplus 
copper and was not needed by the Go-vernment f<>r war pnrposes., 
and it was evident that seme disposition mu t be made nt it, 
either by a sale of it to the .Public geneJ.'ally or in some other 
manner. 

On February 5, 1919, Mr. Mercer, chief of the raw materials 
and scrap -division of the dh'ectoc of sales office, nudressed a 
letter to 1\Ir. E. C. lor a: ~·stant director of sales, in whieh 
he stated as follows: 

It would he my recommendation that Mr. Hue. or some one whom 
he might delegat~ bave a conference lth Jl.lr. Ryan, a.nd a~~y other 
representatl:ve of the copper interests. that we may arrive at wme plan 
of distribution in aooordance with the plan outlined in tae oorre
spondence which you handed me as passing between Mr. Ryan, Secre
tary Baker, Mr.. Hare, and Gen. Williams. 

It appears from this letter that b~fore that time 1\Ir. Rynn, 
Secretary of War Baker, Mr. Hare, director of sales, and Gen. 
Williams, Chief of Ordnanee, had had n conference and had 
arranged upon some plan for selling the excess copper. The 
exact nature of that correspondence is not {}i closed by the 
record and was not produced by the witne es testifying on that 
subject. Prior to this time, however, and early in January, it 
was evident that the Government would have a surplus o:t 
copper, and the representatives of the United l\Ietals Selling Co. 
approached the Secretary of War, asking that all copper be 
held {)ff the market for at least six months, basing its request 
upon the proposition that during the months of November n.nd 
December they had continued production paying a wage rate 
corresponding to 26-eent copper, and had a.n enormous surplus, 
and that reports from abroad were pessimistic as to n. possibility 
of immediate sales. 

The sales department then arrived at a policy as to this 
copper, which was to tile effect that the copper would not be 
dumped upon the market, but that it should be the poliey of tbe 
Government to absorb ns much of the surplus u.s was possible 
in the War Department itself by sale or transfer to other War 
Department bureaus, other governmental departments, and 
semigovernmental commissions, and that ev-ery precaution 
should be taken to avoid the disturbance of the industry of the 
copper producers. About the time the negotiations were being 
bad with the copper producers, representati'res of the United 
l\Ietals Selling Oo., certain conferences were called in the De
partment of Labor between the representatives of the copper 
miners and representati\"es of the Government and representa
'tive of the eopper producers. These c-onferences were held 
the last week in January, 1919. The official re})Ort shows that 
on the 30th day ~f January, 1919, the conference of mine work-

~rs requested the Secretary -of War and the Secr€t:lry of the 
N vy to cooper te with the producing and consuming industries 
to the end that a w y of bnndling their stock~ may be found 
to remove the msting lack of confidence in the market and 
that the metlwds thus determined upon shall be rigidly enforced 
by the officers of the respective departments. The resolutions 
requesting this action resigned by .30 l'epresentatives of the 
copper miners. At that time wages were being paid on a war 
basis, n.nd it was f ared that if a return was had to low prices 
on .a sliding scale the w ges of the workmen would be greatly 
reduced. At about this time or a little after ard also, it ap
pears that there was a conference between r. Ryan and the 
Secretary of War, in which :Mr. Ryan impres ed on the Secre
tary of War what was said to be the demoralized condition of 
the eopper inuustry, and asked the Secretary of Wru.· to use 
his discretion in disposing of this copper in order that this de
moralized oondition woukl not be made worse, and that the 
situation be taken up with ,the copper producers to see if SO.D:le 
mutually agreeable way could not be worked out whereby the 
condition would be helped as much as possible, and the Govern
ment dispose of its surplus. It is probable that e\"en before 
this time the Go-.ernment had been. in communication with the 
copper producers relati'\e to .fue sale of this surplus. 

.Almost as soon sa director of sales was ppointed, 1Lr • .John 
D. Ryan sent Mr. \Volfson n.s his agent to Washington, dil'ect
ing him to have eonfa·ence with Mr. Hare, the director ot 
s.a.lcs, and to sh{)w to Mr. Hare what effect the surptas copper 
was haTing on the eopper market. In pursuance of tbis direc
tion, Mr~ Wolfscn came to \Vnshingt~n and saw Mr. Hnre on 
Febru::rry 13. 

On the same d.'l.t.e a meeting was cnlled in the office of the 
directDr of ales, lli. Hare, m the Munitions Building~ at Wash
ingto~ and at which meeting there were present certain repre
sentatives of the office of the director of sales and of the United 
Metals Selling Co. 

A smnll-er conference s had within this eonference., l1S shown 
by the official minut~ at which were ;present Col. Boggs, Col 
Lehman, Col. Tenney, ()apt. Mercer, 1\Ir • . M:orse, .Mr. Wolfson., 
and Mr. Bancker, who prepared certain principles wb:i£h were 
to be tile method of proredure of the Government in the snle of 
this surplus eopper, the seeond of these principles being-

It is felt that it would be to Hle best interest of the War Departme111:. 
the prod~r, and the laboring class to ha~ the War Depart:ment surplus 
copper and bras marketed by the producers, or some agency under their 
control, the marketing to be at the same priee as similar material that 
they may sell during the same period.. 

Tl1e minutes nlso show the following: 
The representatin:~ -ot the eopper industry were to ;go back and ee 

their principals. get together all the copper pToducers, and present these 
principles to th611, returning as soon as possible for further conferenee 
with the War Department representatives with a definite pToposltion. 

On the 14th of February 1\Ir. Hare, director of sales, notified 
Mr. Wolfson, of the United l\Ieta1s Selling Co.., of the action of 
the conference and requested him to at once can the principal 
producers of copper throughout the country together-

To dj£cuss among themselves the terms upon which they will be willing 
to handle for the War Department the sule of surplus copper and b:as.i 
now in the bands c! thAt department. 

Thereafter there were two conferences of copper producer"' 
held in New York, one on February 20, 1919, and one on March 
S, at which ali the ' copper producers we'l·e represented. 

At these conferences it was arranged for the copper producers 
to take over the surplus copper of the Government, aud on April 
10, 1919, a formal "\vritten ~ntract was entered into between the 
War Depar~nt and the United Metals Selling Co., by which 
100,000,000 potmds of electrolytically refined copl.)er was sold to 
that company on the following terms~ 

First, the price was to be the monthly average New York pr· ee 
for electrolytic copper as quoted by the Engineering and Mining 
Journal of New York, with lesser prices for copper not in com
mercial shapes and scrap copper. Second, the price was to be 
dete1·mined on the 5th day of 1\Iay and on the 5th day of each 
su.cC€eding ID{)nth. Third, the price was to be paid on or befo-re 
the 15th day of the second month for each month's quota. 
Fourth, a deduction of 1 per cent als() would be made from i.he 
price to cover storage, and so forth. Fifth, the copper also 
would be deli-fered by the United States, with all expenses o:f 
loading and freight to be paid by the Government.. Sixth, the 
copper was to be delivered 5,000,000 pounds per month, begin
ning with April, 1919, with the further arrangement that if the 
producers of copper represenred by the purchaser in any one 
month up to .January, 1920, should seil more than 50,000,000 
pounds of copper, and from February, 1920, to June, 1920, more 
than 100,000,000 poun<ls, In such event the a.mormt of 5,000,000 
poun-ds per month hould be increased by an amount equal to 2() 
per cent of the excess o=rer 50,000,000 an<1 100,000,000 ponndil, 
respectively. 
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The signing of the armistice created in the copper market, as 

in all other markets in the United States, a serious depression 
and stoppage of trade. The 26-cent price of copper continued 
automatically in effect until December 5, 1918. From that time 
up until practically the signing of the contract with the United 
Metals Selling Co. there was no market for copper. During 
December and January there were no sales being made of any 
kind. From February 1 up to July 30 the prices of copper were 
as follows: February 1, 1919, the Journal gives the prices at lSi 
cents; February 15, 16! cents; March 1, 14! cents; March 15, 
14i cents ; April 1, 15.35 cents; April 15, 15.15 cents; May 1, 
15.35 cents; May 22, 16.35 cents; June 2, 16.35 cents; June 16, 
17i cents; July 1, 19 to 19.10 cents; July 15, 21.30 to 21.90 cents; 
July 30, 22.85 to 23.35 cents. 

It will be observed from these quotations that from April 1 
the approximate date of the contract with the United Metals 
Selling Co. for the Government surplus copper, copper increased 
until on July 30 it had risen to 23.35 cents, or 8 cents per pound, 
while from February 1 to March 15 it had fallen close to 4 
cents per pound. The immediate effect of the sale of copper 
to the United Metals Gelling Co. and the control of the copper 
market by this company was to stabilize the market and to 
increase the price. 

That this was the intent of the Government agents and the 
copper producers there can be no doubt. In addition to the 
testimony of 1\fr. E. C. Morse, hereinbefore noted, his testimony 
shows that no minimum price was agreed upon in the contract 
with the copper producers, because to fix such a minimum price 
would be to depress the price. 1\fr. Morse also testified that the 
sale of copper was negotiated with the copper producers in this 
way for the purpose of keeping the market stable and not dis
turbing it, and disposing of the Government surplus as rapidly 
as possible. 

It is the uncontroverted testimony that about the time confer
ences were initiated between the copper producers and the Secre
tary of War the director of sales issued an order directing 
that pending these negotiations no copper be sold by the War 
Department to any person. This order was as follows : 

FEBRUARY 7, Ul19. 
Director of sales, Order No. 8. 

· ~object: Sale of copper and brass. 
1. No further sales of either copper or brass, as new material· or as 

scrap, are to be made under a.ny circumstances until further notice. 
By authority of the Director of Purchase, Storage and Traffic. 

C. W. HA.nE, Director of Sales. 

This inhibition against the sale of copper continued until after 
the contract was made with the United Metals Selling Co. for the 
Government surplus copper, and then, on April 18, the director 
of sales made an order permitting the sale of copper. 
. Mr. A. G. Peter, secretary of the committee having charge of 
the disposal of copper for the Ordnance Department during that 
period, testified that if he had been permitted he could have sold 
at least part of the copper of the Government at the market price 
during that time; as a matter of fact many offers were had for 
the Government copper, but owing to the order of the director 
of sales none could be sold. The object of the sale to the 
United Metals ~elling Co. and the holding of the same off the 
market is well indicated by the testimony of Maj. L. R. Quinn, 
of the Ordnance Department, and who stated that the sale was 
to keep the market from being depressed; in other words, that 
the price of copper on the market should not go lower. 

Mr. Wolfson said on this subject: 
It was essential to get it out of the way, or we thought it was better 

that it be handled through the same channels that sold the copper. It 
did not matter whether it was sold by us or not, so long as it was gotten 
out of the way. We felt so long as that hung over the market there 
would be no stability. • • • I found I could not do any business 
with this hanging over the market. 

Under the contract for the sale of copper the base price fixed 
on May 5, for the month of April, was 15.246 cents per pound; 
on June 5, for the month of May, it was 15.864 cents per pound; 
and on July 5, for the month of June, it was 17.61 cents per 
pound. In April the United Metals Selling Co. sold 83,000,000 
pounds of copper, and hence took on their contract 13,000,000 
pounds of Government copper at the average April price. Dur
ing the month of May there was sold by the United Metals Sell
ing Co. 207,649,189 pounds of copper, and accordingly there was 
taken by the United Metals Selling Co. of Government copper on 
June 5, for the month of May, 3,652,837 pounds. Practically the 
entire balance of the surplus copper to be taken by the United 
Metals Selling Co. under this contract was taken on July 5 on 
the average June price. 

On the signing of the armistice the copper producers, repre
sented by the United Metals Selling Co., had on hand approxi
mately 750,000,000 pounds of copper aside from the purchase of 
the Government surplus copper, so that the price at which the 

Government surplus copper was sold to the consumers regulated 
not only the price of such copper as was being produced at the 
::: ·nes but also the price of approximately 750,000,000 pounds of 
other copper already on hand. 

The profits of the copper producers from their negotiations 
with the Government during the period of the war, and in the 
purchase of the surplus copper after the war was over, were 
enormous, and it must have been apparent to the Government 
agents that such was the case. It is said that the high prices 
paid for copper were paid for the purpose of stimulating produc
tion. However, the facts do not seem to indicate that it wa~ 
necessary to pay as great a profit as was paid to accomplish that 
purpose. It has also been said in defense of the price fixing by 
the Government and its other negotiations that the market price 
of copper was approximately 32 or 33 cents per pound when we 
entered the war, and that the price fixing by the copper pro
ducers was far below what th-ey might have obtained on the 
open market. However, it will be remembered that the copper 
producers were at the mercy of the Government at that time, 
and that under section 8 the act of August 10, 1917, the food
control act, the Government had the right at any time to com
mandeer the mines and to practically fix its own price on copper. 

Two methods of computation were used by the committee in 
ascertaining the cost of producing copper : One was in the 
examination of such reports of the copper companies as were 
available to accountants for the committee; the other was a 
report of the Federal Trade Commission made to the War 
Industries Board, and a copy of which was before the com
mittee. This last-named document, confidential when received 
but now a public document, had evidently gone through the 
hands of the price-fixing committee of the War Industries 
Board, and this committee was fully conversant with the situa
tion and the profits being made by the copper companies, as 
appears by their marginal notes upon the original copy. The 
custodian of these files produced the same, and from the marks 
made upon it, supposedly by the price-fixing committee, it 
appears that that committee knew that the profits being made 
by most of the principal producers in the United Metals Selling 
Co. combination were making, at a price of 23! cents per pound, 
from 8 to 12 cents per pound profit. These marginal notations 
show that of the whole list of copper producers whose records 
were examined by the Federal Trade Commission the net profits 
at 23! cents per pound were from 12 to 4 cents a pound, and 
that the principal companies in the United Metals Selling Co. 
group, and in which Mr. Ryan and the members of the coop
m·ative committee on copper were most intimately interested, 
were from 8 to 12 cents per pound. 1\fr. Melville C. Wooster, 
chief accountant of the Federal Trade Commission, testified 
that the average cost of production of all the companies within 
the United Metals Selling Co. group for 1917 was 13.618 cents 
per pound, and in 1918, 15.326 cents per pound. In 1917 the 
cost of production per pound in the Utah Copper Co. was 10.4 
cents, and in 1918, 12.3 cents. The cost of production in the 
Calumet & Hecla Mining Co. in 1917 was 12.9 cents, and in 
1918, 15.7 cents. The cost of production in the Inspiration 
Consolidated Copper Co. in 1917 was 11.3 cents, and in 1918, 
11.7 cents. The cost of production in the Kennecott Copper Co. 
in 1917 was 12.4 cents, and in 1918, 18.7 cents. It is useful to 
notice also that of the four companies last above named each 
one, except the Inspiration Consolidated Copper Co., reported a 
decreased production for 1918; and from their reports it is 
evident that these companies were mining their lower-grade 
ore and making their mines ready for a time of higher prices, 
when higher-grade ore might be produced at a lesser expense. 

To illustrate the profits made during this period by some of 
the copper companies, four instances are cited: 

The Utah Copper Co. in 1917 made a profit of $32,600,000, 
which was 200 per cent of its capital stock, and in ~918 a profit 
of $24,750,000, which was 150 per cent of its capital stock. 
The Calumet & Hecla Mining Co. in 1917 made a profit of 
$9,500,000, or 800 per cent of its capital. stock, and in 1918, 
$3,500,000, or 300 per cent of its capital stock. The Inspiration 
Consolidated Copper Co. in 1917 made a profit of $12,260,000, 
or 55 per cent of its capital stock, and in 1918, $0,250,000, ot· 
40 per cent of its capital stock. The Kennecott Copper Co. in 
1917 made a profit of $11,826,000, or 70 per cent of its capital 
stock, and in 1918, $9,390,135.90, or GO per cent of its capital 
stock. It is probable that other companies in the list made 
similar profits, but the exact information is not available with
out a careful and detailed audit of the books of these various 
companies. 

1\Ir. HICKS. Will the gentleman yield? 
1\Ir. GRAH.Al\I of Illinois. I have but very little time. 
1\Ir. HICKS. I simply wanted to ask the gentleman if the 

figures he has given are net profits. 
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lllr. GRAHAlU of Illinois. I ha.ve given the profit per pound 
of 8 to 12 cents; this was net~ that is my understanding of it~ 

Now, these companies represented in this consolidatio~ of 
course, were mostly low-priced producing companies. Let me 
tell you something else. The relllllrk.able thing about this is 
tll.at the gentiemo.n from Tennessee [Ur.'GARRETT] and the ad
m..rhi:stration and the people who defend it say that they had 
to make this price to make a profit for the high-cost pro
ducing mines, and therefore the mines that had a low cost of 
production necessarily made more profit. As a matter of fact, 
all the figures we had available, taken from the reports of th~ 
company, show that this price had this effect on copper-that 
it reduced t.he production notwithstanding the increase in price. 
In 1918 three of the fo.ur big copper comptmies, of which we 
had the figures for production, were companies mining a low
grade ore, that is, a cheap ore, and they were doing it while the 
p1·ice was low in order when the price became high that they 
could manufacture h"lgh-grade ore and get a higher price. So 
the effect of the proposition was to feed this infernal trust 
which had its fingers on the throat of the country and let them 
make such inordinate profit;:; as were entirely unjustified by 
the needs of the Government.. There was no necessity for it, 
and the. Government with its strong hand at the throttle co-uld 
have eommandeered all the copper ·-it needed and made them 
furnish it at reasonable prices. 
Mr~ ffi\UTH of 1\lichigan. Will the gentleman yield? 
Mr. GRAH~l of Illinois. 1 ha\'e but little time. 
Mr. SIDTB of Michigan. Did the committee investigate the 

purchase of food products by the Government? 
Mr. GRAHAM of Illinois~ Not this branch o:f the committee~ 

that was done by subcommittee No. 4. Let me sn.y that 1 find 
it necessary in order tG get the facts before the House and the 
country to hereafter file a written I'eport. 1 have conferred 
with a portion of my committee, and some time in the future 
the committee is going to gi e the detailed facts, the specific 
facts that we can not do now because we have been limited by 
objections. from the Democratic side of the House. We want 
to file them so that the country can have the benefit of the 
information that this committee with six months of the hardest 
work 1 ever did in my life has. collected. [Applause.] 

lli. GAitRETT. The gentleman will eonfer with the other 
portion of the committee, I suppose? 

Mr. GRAHAl\1 of illinois. I will; but I do net know what 
good it will do if you assume the same position you have about 
this. 

The profits made by the. copper J;>l"oducers out of the purchase 
by tbem of Lhe surplus. copper of the Government after the 
armistice wcmld be ltrud to eompute. It is certain that if this 
100,000,000 pounds of coppe-r had remained in the llands of the 
Government or had been sold by the Government to retailers or 
to the consumer tlle price of copper would have :remained at 
least stationm·y. Howe.\"'er, by its purchase the producers were 
enabled, by their combjnation and by th~ alioeation of business 
among them as they chose,. to control the llk'!rket ubsolutely,, 
and being permitted by the Government to combine and pool 
their interests the market immediately turned and started up
ward. Even in the matter of the contract itself i is" evident that 
the c.opper produca·s were buying en the 5th m May, Jan:e, and 
July large sums o:f copper at a price that was, the average p-rice 
for the month before and on a constant!~ rising market, so that 
any margin there might be in price~ by way of an increase, would 
accrue tA. the copper producers and be lost to the G<>vernment. 
Just what this loss to the Government would be could only be 
ascertained by careful computation. In addition the copper 
producers were given 1 per cent of. the cost as a: condition o:! the 
trade. In addition every pound of the approximately 200,000.,000 
pounds of copper a month they were selling had an added value 
!:,riven to it by the rising market which tile copper producers were 
creating. It is reasonable to assume that if, during the period 
the copper producet-s were taking the Government copper1 their 
aggregate sales were 600,000,000 pounds, including the GavNII
ment copper~ their profit by vlrtu:e of the increase in price was
apprO'ximately $50,000,000. 

Not s.ll the copper producers sha:red equ.::illy in these profits, 
it is true. Mr. John D. Ryan, in the first purchase of copper by 
the Government from the United Metals Selling Co., dictated the 
proportion which each company in that combination should :fur
nish the copper, and this schedule or percentage obtained 
throughout the war. The same was true in the allocation of the 
surplus copper purchased from the Government. Some com
panies, and these were so far as can be seen usually th~ low
cost production mines, fu1·nishe/J most of the copper. An ex
ample of this will be found in the group of mines represented by 
Mr. Jolm D. Ryan. The United Metals Selling Co-. originally 
represented a small group of mining c.ompanies, 13. in number, 
and to these companies were allotted 152,500,287 pounds. Of 

this amount there was allotted to the Ryan companies-the Ana
conda Copper 1.\-Iining Co., Inspiration ConsolWuted Copper Co.-
121,615,919 pounds. 

At the time the first sale of copper was arranged at 16! cents 
per pound, many statements were circulated through the press 
of the country relative to the very excellent and pn.triotic work 
that had been done in this negotiation. The effort was then 
made to show that because this price was greatly below the 
average market price, th.at thereby the Government bad made an 
immense saving and that the copper producers had patriotically 
turned over the produetion of their mines to the public for war 
purposes. 

Scribner's Magazine for August1 1D17, contained rrn extensive 
article entitled "What the Council of National Defense is and 
What it has Done," by Grosvenor Clarkson, secretary of the 
Council of National Defense and of the advisory commission. 
On page 190 is the foJlowing : 

• • • Mr. ~h first :mnon.nced his presence in tbe tremendous 
task ot mobil.iziiJg American industry by procuring 45,000,000 pounds 
of. eopper. !or the Army a.nd Navy at about hall the cun·ent market 
pnce. savrng the Government in the neighborhood of $10,000',000. 

A fair and candid resume of the whole situation can not fail 
to convince the reader that the an-angement thus entered into 
was one extremely favorable to at least a few of the copper 
producers, and that from this arrangement, and bec:ruse of' the 
necessity and demands of the Government during the war. 
those who operated these copper producing properties were en
abled to make and did make extravagant nnd extraordinary 
prefits. · 
D~ring the progress of the war the people were continually 

remmded of the necessity of contn"buting liberally to the. sup
po-rt of the Government. They were urged to buy bonds and 
war-savings stamps to the limit ot their capacity and to prac
tice every economy in food and clothing. It is a matter of 
pride to contemplate how fully the peopl~ responded to that 

· request. The savings of the mechanic, the profits of the farmer, 
the mite of the widow, the pennies of the children, were freely 
and cheerf-ully given, with the high and sacred intent to thus 
advance the cause of our country. I stood: one day in the mud 

, in a ruined town in northeastern France and saw a division 
of American boys go past through the mist toward the battle 
out y~nder that awaited them. I could hear the guns thump
ing and pounding in front, and over us soared aeropl!l.nes, like 
monster locusts. There was no pomp and panoply aboRt this. 
It was somber and serious business. As I looked at these 
young~ healthy, clear-skinned boys, with the sacred fire ot 
youth in them, they who had so much to live for, I thought 
of the su-preme sacrifice they were making for their cormt:ry. 
·what the 1-est o-11 us did was, as compared t<Jt this, a mere 
bagatelle, my countrymen. [Applause.} There wn.s no thought 
of profits (}r gain. or per cents or personal returns. It was n. 
pure and unselfish dedication o:f all they had to the country 
that has gained mucll credit in this old world of ours, my 
eo-llengues, by having given them birth. And it· does irk me 
exceedingly when I think of tbe economies and sn.crifices of 
our people, when I remember what I saw in Flanders and in 
France, to obserYe a: careless disregard of the public rights 
and an ignorant and apparently willful wn.ste of public funds. 
Every cent we have must be carefully conserved. The times 
cry for the most stringent economies. We must not save Olll'" 
country only to see it become a bankrupt. It is the duty of 
every right-thinking man to guard in every possible way the 
public purse, and it matters not whether he be a member of a 
Claims Board or a 1\Iember of the Congress of tbe United 
States. [Applause.] 

:Mr. BLANTON. :Mr. Speaker-, a parUrunentary inquiry~ 
The SPEAKER. The gentleman will state it. 
Mr. BLANTON~ Now that we have had four hours of gen

eral debate, what has been accemplished and what can we do? 
The SPEAKER. The gentleman does not submit a parlia

mentary inquiry. 
Mr. BLANTON. Very wen. 

CALENDll I"OR ~-nrOUS CONSENT. 

The SPEAKER. Under the greement heretofore mnd~, the 
Clerk will call the Cn.lendar for Unanimous Consent. 

CERTAUI" GRAZING LA:NDS n7 UTAH. 

The first business on the Calendar for Unanimous Consent 
was the bill ( S. 3016) to authorize tlle disposition of cer·
tain grazing lands in the State of UtaJI.,. and fm· other purposes. 

The SPEAKER. Is there objection 7 
1\Ir. SINNOTT ~1r. Speaker, I ask unanimous consent that 

the bill be passed over without prejudice. 
The SPEAKEIL The gentleman from Oregon asks that this 

bill be passed over without prejudice~ Is there objection? 
There was no objection. 
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SIOUX TRIDE OF INDIANS. 

The next business on the Calendar for Unanimous Co~ent 
wa. the bill (S. 101S) authorizing the Sioux Tribe of Indtans 
to submit claims to the Court of Claims. 

The SPEAKER. Is there objection? 
Mr. KELLY of Pennsylvania. Mr. Speaker, I obje_ct. . 
Mr. GANDY. l\Ir. Speaker, will the gentleman mthhold his 

objection until I can make a statement? 
Mr. KELLY of Pennsylvania. I withhold the objection for a 

moment. . 
M:r. GA...~DY. I just want to say to the gentle?Ian fro~ 

Pennsylvania and to the House that the Sena.te bill 1018 1S 
in identically the same language as a bill t~at has already 
passed thls House at this Congress, and w~Ic~ has. gone .to 
thf' Senate. The House having passed his Identical bill, 
and there is not the difference of the dotting of an ~' i " or 
the crossing of a "t," I hope that my friend will withdraw 
his objection. 

Mr. KELLY of Pennsylvaniu. l\Ir. Speal\:er, I had this morn
in(!" as a member of the Committee on Indian Affairs, a delega
ti;~ of men from the reservation who are particularly concerned 
in this measure, and they stated that they would have a delega
tion here shortly after the first of the year to present facts con
cerning this bill. Therefore, 1\lr. Speaker, I object. 

l\Ir. GANDY. 1\.fr. Speaker, then I ask unanimous consent 
that the bill retain its place on the calendar. 

The SPEAKER. Is there objection? 
l\Ir. WALSH. l\.fr. Spea.ker, I object. 
The SPEAKER. The Clerk will call the next bill. 

WATER SUPPLY FOTI MISCELLAKEOUS PURPOSES ON RECLAMATION 
PROJECTS. 

The next business on the Calendar for Unanimous Consent 
was the bill {S. 796) for furnishing water supply for miscel
laneous purposes in connection with reclamation projects. 

The SPEAKER. Is there objecton? 
·Mr. 'V ALSH. 1\.fr. Speaker, I object. 
l\lr. EVANS of l\Iontana. 1\Ir. Speaker, will th.e gentleman 

withhold his objection for a moment? 
l\Ir. WALSH. I withhold my objection for a moment. 
Mr. EVANS of Montana. 1\fr. Speaker, it seems quite impera

tive to a lot of people that this bill should pass. I think the 
aentleman from l\Iassaehusetts, whose purpose is to make an ob
jection has not investigated the question so that he is in full 
po . e~ion of the merits of the proposition. This is simply to 
afford the reclamation people the legal right to dispose of some 
surplus water. I have in my office a letter, which ;I received 
"Within a "eek from a State senator of my State, askmg for the 
pus age of this bill. He tells me in that letter that he has been 
operatin(J' a sawmill within 400 yards of a ditch of the reclama
tion people ; that he has expended $2,000 trying to get water for 
his sawmill by digging wells on a reserve where all of the water 
.was taken by the reclamation people. He could not get water, 
and the only way that he ran get it is to haul it in barrels from 
the ditch, if the reclamation people would permit him to haul it. 
It eems unreasonable that the Government should not be per
mitted to sell its surplus water to people under these circum
stances. 

The bill is safeguarded, I thlnk, by providing that the funds 
shall go into the R~lamation Service of the particular project. 
There are some months in the year when the water can not be 
used for irrigation or for any other purpose. It simply runs 
to waste to the sea. . If it could be utilized by the men who 
ha>e sawmills or sugar-beet factories, or who want to put 
alfalfa in silos, the Reclamation Service would get that much 
money for it, and it might as well obtain it and put it to the 

•credit of the people who are paying for that service. I hope 
the gentleman will not object. 

Ur. W .A.LSH. Mr. Speaker, I appreciate the advantages 
which the gentleman states will come to certain individuals if 
we embark on thls policy, but I submit that this is not a wise 
poliry to embark upon in connection with the reclamation 
projects, and, therefore, I object. 

COl\~RING CITIZENSHIP UPO~ CERTAIN INDIANS, ETC. 

The next business on the Calendar for Unanimous Consent 
was the bill (H. R. 288) for the purpose of conferring citizenship 
upon Indians, segregation of Indian tribal property, and for 
other purposes. 

The SPEAKER. Is there objection? 
:Mr. 1\IANN of Illinois. 1\Ir. Speaker, I reserT"e the right to 

object. The gentleman in charge of the bill does not seem to 
be here, and I ask unanimous consent that the bill go to the 
foot of the calendar. 

The SPEAKER. The gentleman from Illioois asks unani
mous consent that the bill go to the foot of the calendar. Is 
there objection? 

There was no objection. 

PERMITTI~G :MIKORS TO MA.KE HOMESTEAD ENTRY. 

The next business on the Calendar for Unanimous Consent 
was the bill {S. 1729) permitting minors Of the age of 18 years 
or over to make homestead entry or other entry on the public 
lands of the United States. 

The SPEAKER Is there objection to the present considera
tion of the bill? 

1\fr. HICKS. Mr. Speaker, reserving the right to object, just 
why are minors given this right? Is it because of a purpose to 
aid soldiers and sailors? 

1\Ir. BLANTON. l\Ir. Speaker, there seems to be no one here 
who can answer the question, and I object. 

The SPEAKER. The gentleman from Texas objects. 

ERECTION OF FEDERAL OFFICE BUILDING IN ST. LOUIS, MO. 

The next business on the Calendar for Unanimous Consent 
was the bill {H. R. 484) to provide for the erection of a F~eral 
office building on the site acquired for the Subtreasury m St. 
Louis, Mo. 

The SPEAKER. Is there objection to the present considera
tion of the bill? 

Mr. BLANTON. Mr. Speakert I object. 
Mr. RUCKER. Mr. Speaker, will the gentlema'"n withhoLd his 

objection for a moment? 
Mr. BLANTON. Mr. Speaker, if the gentleman desires to 

make a statement, I withhold the objection. 
Mr. RUCKER. Mr. Speaker, let me make this statement: 

This bill is reported from the Committee on Public Buildings 
and Grounds. Some time ago a bill was reported and passed 
and is now law authorizing the construction of a Federal build
ing in St. Louis upon land purchased and owned by the Gov
ernment, but the law authorizing the construction of that build
ing provided for the building of fireproof vaults for use of the 
Subtreasury at St. Louis. I think it is pretty well conceded 
now, since the location of the Federal reserve bank in St. Louis, 
that it will not be long until there will be no occasion for a 
Subtreasury there, and during the remainder of the time that 
the Subtreasury is in operation it can continue to do business 
in the building in which it is now located. This bill simply 
seeks to amend the bill heretofore enacted by striking out the 
paragraph in the original act which provided for the expendi
ture of DJ.Dney for the construction of fireproof vaults, so that 
money may be saved and the space intended originally for use 
of the Subtreasury may be used to house other governmental 
activities. This bill does not involve the expenditure of an 
additional dollar. 

Mr. BLANTON. Will the gentleman yield? 
1\fr. RUCKER. I will yield . 
Mr. BLANTON. Unless the present bill under consideration 

is passed the money which the gentleman seeks to have avail
able to expend for a public building to be used for purposes 
other than the Subtreasury could not be expended? 

Mr. RUCKER There has already been, as I understand from 
recollection, something like $200,000-

Mr. BLAl\'TON. But by this bill it will permit the expendi
ture of how many other thousands of dollars? 

l\Ir. RUCKER. The entire amount appropriated for the con-
struction of the building. 

Mr. BLANTON. It is $600,000, is it not? 
Mr. RUCKER. Probably th.at amount 
Mr. BLANTON. Then, by keeping thls bill from passing we · 

can keep that $600,000 in the Treasury, can we not? 
Mr. RUCKER. But the gentleman should bear in mind, Mr. 

Speaker that by the passage of this bill we will provide housing 
capacity' for a great many governmental activities now housed 
in rented property. It is a saving in annual rental which the 
Government is now paying of something like $35,000 or $40,000. 

Mr. BLANTON. There are 30,000 people in the city of 
Ranger, Tex., who are getting their mail in a little old shack 
that--

1\Ir. RUCKER. The. building authorized in this bill is not a 
post office, I will say to the gentleman. 

Mr. BLANTON. I understand it is for governmental pur
poses, and if we are going to build emergency buildings we 
ought to build them in these emergency places. 

1\lr. RUCKER. "\Ve will take care of that very soon. I hope 
the gentleman will not object. 

Mr. DYER. Will the gentleman allow me to state in answer 
to the inquiry of the gentleman from Texas that under existing 
law the Treasury Department is now a.nthoriz.ed to pl"oceed to 
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erect the building as-provided by law? It is only held up to 
save money. 

Mr. BLANTOX Mr. Speaker, I feel the influence of the 
yuletide, anu I want to be gracious, especially to the distin
guished gentleman from Missouri, and I have felt so gracious 
that I have promised my friend from Minnesota [Mr. KNUTSON] 
that until January 5 I am not going to make any more points 
of order of no quorum. [Applause.] So that the fellows can go 
home whenever they want to do so. But this calls for an ex
penditure of a big sum of money which but for the passage of 
the bill can not be expended. 

Mr. DYER. The gentleman is mistaken, the money is now 
available. 

Mr. BLANTON. Why do not they expend it? 
Mr. DYER. The Secretary of the Treasury feels that this 

money for vaults should be saved to the Government. 
Mr. BLANTON. So the purpose of the bill is to permit the 

money to be spent in a building for purposes other than the 
Subtreasury? 

Mr. DYER. No; the law al:J:eady provides for a Government 
building for the use of the Subtreasury and other governmental 
activities. 

Mr. BLANTON. But it is not going to be built? 
Mr. DYER. Yes; they can go ahead now. 
Mr. BLANTON. Does not the gentleman know the Secretary 

of the Treasury is not going to build it? 
1\fr. DYER. No; he has held it up to see if Congress would 

change the legislation in order to save the expense of the 
vaults. 

Mr. BLANTON. Let us let it go over until after the Christ
mas holidays and then it can be taken up just as well. 

Mr. DYER. The Committee on Buildings and Grounds took 
the matter up. They called upon the Secretary of the Treasury 
for a report and he reported, recommending that this bill be 
enacted into law, and hns recommended even to the last Con
gress that he was very much in favor of it. The Secretary of 
the Treasury not only this Congress, but the last Congress, 
recommended this thing to be done, because he is not in favor 
of going ahead with the building and puttin·g in expensive vaults 
that the Subtreasury realizes it does not need. 

Mr. BLANTON. Mr. Speaker, I ask unanimous consent that 
this bill go to the foot of the .calendar. 

The SPEAKER. The gentleman from Texas asks unani
mous consent that the bill go to the foot of the calendar. 

Mr. RUCKER. What benefit is it to go to the foot of the 
calendar? 

Mr. BLAi'lTON. It gives us a chance to look into it. The 
gentleman can get it up any unanimous consent day after 
Christmas. 

The SPEAKER. Is there objection to the immediate con-
sidera tiorr of the bill? 

Mr. RUCKER. I hope the gentleman will not object. 
Mr. BLANTON. I regret that I am forced to object. 
Mr. DYER. Mr. Speaker, I ask recognition to move to sus

pend the rules--
The SPEAKER. The Chair can not recognize the gentle

man just yet. The Chair recognizes the gentleman from Penn
sylvania [1\Ir. BUTLER]. 

CONTINUATION OF ALLOWAi~CES TO NAVAL OFFICERS. 

1\lr. BUTLER. Mr. Speaker, I ask unanimous consent to 
take from the Speaker's table House Joint Resolution 213, to 
which there are two or three Senate amendments, and to pass 
the same. 

The SPEAKER. 'The gentleman asks unanimous consent 
'to take up House Joint Resolution with Senate amendments? 

Mr. BUTLER. Yes, sir. 
Th~ SPEAKER. The gentleman asks unanimous consent for 

the present consideration of the resolution, with Senate amend
ments, which the Clerk will report. 

The Clerk read as follows : 
HouS<'l joint resolution 213, continuing temporarily certain allow

ances to officers of the Navy. 

The SPEAKER. Is there objection to the present _ consid-
eration of the resolution? • 

Mr. 'V ALSH. I think it ought to be reported. 
The SPEAKER. The Clerk will report the resolution with 

amendments. 
The Clerk read as follows: 

· House joint resolution 213, continuing temporarily certain allowances 
to officers of the Navy. 

Whereas since it now appears that peace will not have been declared 
by October 1, 1919, on which date officers of the Navy, by operation 
of law, will cease to receive the benefits prescribed in the act of 
April 16, 1918 (Public, No. 129) ; 

Whereas said benefits will accrue to officers of the Army until peace 
shall have been declared: Therefore be it 
Resolved, etc., That the paragraph in the a ct of July 11, 1919 (Pub· 

lie, No. 8), which reads as follows : 
"The act of April 16, 1918 (Pubnc, No. 129), gran t ing under cer

tain conditions to every commissioned officer of the Army the right to 
quarters in kind for their dependents or the authorized commutation 
therefor, incluiling the allowances for heat and light, shall hereafter 
be construed to apply to officers of the Navy and Marine Corps only 
during the period of the war and in no event beyond October 1, 1919," 
be, and the same is hereby, repealed. _ 

Also the following Senate amendments were rea tl: 
Page 1, line 1, of the preamble, strike ou!: "will" and insert "has." 
Page 1, line 1, of the preamble, str1ke out ' 'have." 
Page 1, line 5, of the preamble, strike out the period and insert a 

comma and the word "and." 
Page 2, line 5, after " repealed," insert a colon and apr01Jided, 

That officers of the Navy and Marine Corps shall be entitled to all the 
rights and benefits under said act of April 16, 1918 (Public, No. 129), 
from and after October 1, 1919, an<l during the present emergency." 

The title was amended to include " and Marine Corps." 

Mr. WALSH. Mr. Speaker, reserving the right to object, the 
first amendment was, I understood, to strike out the word 
" ·will " in the first line of the preamble and insert the word 
"has"? 

Mr. BUTLER. That is true. 
Mr. WALSH. Then it will read: 
Wherezs since it now appears that peace has not have been declarell. 

Mr. BUTLER I think the gentleman will find it is part of 
the Senate amendment that the word "have" should be 
stricken out 

Mr. WALSH. These are Senate amendments, I assume? . 
Mr. BUTLER. Yes. 
Mr. WALSH. And the preamble was not stricken out as it 

previously passed the House? 
Mr. BUTLER. The preamble was amended. The first 

amendment is to strike out the wol'd "will," in the second line, 
and insert the word " has," and then strike out the word 
"hav.e," so that it will read:-

Wheteas sin::e it now appears that peace has not been declared by 
October 1. 

~he second amendment, I will say to the gentleman, is to 
insert the word " and " after the part of the preamble in paren
thesis, namely " Public, No. 129," so as to connect the other 
"whereas" with it: 

.And whereas 'said benefits will accrue to the _ officers of the Army 
until peace shall have been declared. 

Mr. WALSH. Reserving the right to object further, Mr. 
Speaker, the amendments that have been put onto the resolu
tion itself are to the effect that t~ese allowances shall be con
tinued and be made retroactive back to October 1. 

Mr. BUTLER. It has that effect, and I will tell my friend 
why. When this resolution was introduced and first considered 
here under suspension of the rules it was anticipated that it 
would be passed prior to October 1. On the day it was con
sidered under suspension of the rules, my friend will recall, 
which was on September 23, it was in the evening time, and 
a question of no quorum was raised. Then the business passed 
over until the next suspension day, which was the third Mon
day in September, when there was not a suspension of the 
rules, because the chairman of the Committee on Appropria
tions movetl to consider an appropriation bill or other measure 
on that Monday reported from his committee. Therefore, it 
was found on the Speaker's table on the next suspension day 
as unfinished business. I asked the Speaker to allow me to 
move to suspend the rules to include th~ Senate amendment, 
which amendment had come over in the meantime from the 
Senate upon another and similar resolution-No. 112. The 
Speaker said it had better be voted upon, as it remained upon 
the table as unfinished business. Consequently, there was a 
roll call and the measure was passed under the suspension of 
the rules. Then this same resolution went over to the Senate 
and the amendment was added. 

October 1 had passed. I want to take to myself the blame 
for this amendment to the last naval bill. In order to reduce 
the expenses, and in the haste in which we made up the nayaJ 
appropriation bill last summer, I inserted the provision now 
considered in the bill, and I then diu a rank injustice to the 
officers of the Navy, and I have been told about it a good many 
times. My friend knows the pressure that has been made to 
increase the compensation of officers of the Navy. I am espe
cially anxious that this measure, which was made to help the 
Army, and construed also to be to the advantage of the Navy 
in 1918, might be continued during the emergency, and if this 
amendment is adopted it " ·ill be so continued. 

Mr. WALSH. The gentleman has under consideration a hill 
providing for re~djustment of the pay of _the Navy, has he not? 
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"Mr. BUTLER. Yes, sir. But no report has been made on 

that bill. 
Mr. WALSH. But the gentleman expects a report from the 

committee on that measure? 
l\Ir. BUTLER. I hope that my friend will still continue the 

sam~ confidence in our- committee's disposition to be economical 
that he bas always manifested. I will answer the gentleman 
candidly, as he asks the question. I believe at this time, and 
I have been working at it industriously for four months, that 
Congress must be asked to assist some of the noncommissioned 
and petty officers of the Navy. I discovered this morning that 
1,700 enginemen have left the ships because they are not paid 
proper compensation. It is that par-t of the bill to which I am 
directing my attention. If this measure passes it will bring 
to these officers of the Navy what they expected to have and 
what they expected they would have and bring them a little 
compensation which, in my effort to keep the hands of Congress 
upon the appropriations, I deprived them of. 

l\fr. MANN of Illinois. l\lr. Chairman, will the gentleman 
yield? 

l\1r. LONGWORTH rose. 
Mr. WALSH. I will yield. 
Mr. BUTLER. I think the gentleman from Ohio [Mr. 

LoNGWORTH] probably rose first. 
1\Ir. LONGWORTH. I am not quite clear as to the gentle

man's intention. Is it to move to concur in the Senate amend
ment? 

Mr. BUTLER. Yes. It is only to concur in the Senate 
amendment. 

Mr. LONGWORTH. Is the gentleman clear that the Senate 
amendment corresponds with the amendment he has noted on 
his bill? 

l\Ir. BUTLER. Yes, sir. 
l\1r. LONGWORTH. As I understood the reading, the Clerk 

did not report it that way. Was there a mistake in the read
ing? 

l\1r. BUTLER. I think not. I copied it with the greatest 
care. The purpose of the amendment is this: If we had suc
ceeded in passing the resolution through the House in Septem
ber and had gotten it to the Senate exactly as I anticipated, 
then October 1 would have been yet before us, and the al
lowance of money would still have gone to these officers. But 
having got tied up between the House and the Senate, and 
especially here upon one occasion when we did not have a 
quorum that would have enabled us to pass the bill under a 
su~ pension of the rules, it became necessar-y to make the amend
ment. 

l\lr. LONGWORTH. If the gentleman wants to concur in the 
Senate amendment he should be certain that the amendment is 
correct. 

l\Ir. BUTLER. I thank the gentleman from Ohio for calling 
my attention to it. 

l\lr. LONGWORTH. I will ask that the Clerk report it again. 
The SPEAKER. Without objection, the Clerk will again re

port the amendments. 
The Senate amendments were again read. 
l\Ir. LO~GWORTH. The Clerk did not report it that way 

before. 
l\1r. BUTLER. ,Yes. 
l\Ir. LONGWORTH. That is all right. 
1\lr. BUTLER. I thought the Clerk in reading it must have 

overlooked that part of the amendment. Now I will yield to 
the gentleman from illinois [Mr. 1\lANN]. 

l\Ir. 1\.lANN of Illinois. I understood .the gentleman from 
Pennsylvania to say that these were allowances which officers 
of the Navy had expected to receive. 

Ir. BUTLER. Yes, sir. 
1\fr. MM\'N of Illinois. Did they have any inside information 

that the treaty would not be ratified by October 1? Wby 
should they expect to receive these allowances later than Octo
ber 1, when the original provision only lasted until peace was 
declared? 

lllr. BUTLER. I wish I could answer my friend directly. I 
hnYe not any knowledge on that point. No officer in the service 
ha · e\er made any statement in my pt·esence in which he at
tempted to impress me with a view as to when the emergency 
would be oYer. I may say to my friend this: That no public 
official and no officer of the Navy, to the best of my recollec
tion, has ever made any request of me that they should be set 
right; but I have heard it said that I have been opposed to 
increasing the salaries of the officers of the Navy when l 
with my own hand took from them what the act of Congress 
last year gave tlleru. I will further say to my friend that I 
would not baxe done it if I had contemplated that the emer
gency would have .l!lsted beyond October 1. I would have 

allowe'J these men to have had the benefit of the allowance 
which the comptroller said the act of 1918 gave them. 

l\1r. MANN of Illinois. Well, they have had this allowance 
for a longer period than they had any right to expect they 
would receive it after the armistice was signed. Now, of 
course, this means practically that they expect to receive this 
increased allowance forever, so far as the service is concerned. 

l\Ir. BUTLER. No, sir. The act of H>18 pro"Yides that only 
during the emergency shall these allowances Q.e paid to the 
officers of the Army. The comptroller has ·constl'lfed the act as 
extending these allowances to the officers of the Navy and the 
Marine Corps. They last only during the emergency. 

1\fr. l\fANN of Illinois. Well, practically the emergency bas 
long since ceased, but theoretically we are not at peace. 

1\Ir. BUTLER. It was held yesterday that we are still 
going on with the war. [Laughter.] 

l\1r. 1\IA.i~ of Illinois. Theoretically we are not at peace, 
but practically we are at peace o far as allowances are con
cerned. 

1\Ir. BUTLER. I h .. '1ve felt so, my friend, that we were. 
1\Ir. 1\LWN of illinois. I can see no reason why we should 

pay this allowance now unless we are to make this permanent 
law. 

1\Ir. BUTLER. I would not ask to do it--
l\Ir. 1\IAl'l"'N of Illinois. And so far as I am concerned, I am 

frank to eay-the gentleman from Pennsylvania can not yery 
well say-that I think it is very much more important to 
economize in the expenditures of the Government than it is 
to increase the pay of anybody at present. The only way we 
can get back to bedrock and a way from high prices is to 
economize in the Government and in the country. [Applause.] 

l\1r. BUTLER. Let me say to my friend this: Are you willing 
to trust this committee for an economical appropriation of funds 
for the Navy? I know the gentleman will. I baye talked with 
the gentleman frequently. 

l\1r. 1\fAl\TN of Illinois. I will make no promises in advance. 
I propose to vote, whenever I get a chance, for economy in the 
service. [Applause.] 

l\Ir. BUTLER. So do I. I have voted for all the economies 
that have been suggested. 

Mr. 1\IM\TN of Illinois. I know the gentleman as well as any 
other man in the House. He is real economy itself, if he had 
his way. 

l\fr. BUTLER. I propose to have it or I will not have any 
way at all. [Laughter.] 

l\1r. l\IANN of Illlnois. I am not sure. 
Mr. BUTLER. I know my old friend of a quarter of a 

century thinks I am "easy." I am thinking about the Amer
ican public that has these taxes to pay, but I will say to the 
gentleman that I think it is in the interest of economy to pass 
this measure now. I think it will relieve the tension that is 
now upon us. 

1\lr. l\IONDELL. 1\Ir. Speaker, will the gentleman yield? 
Mr. BUTLER. Yes. 
l\1r. 1\IONDELL. I am not clear in my mind as to the effect 

of the passage of the resolution as now presented. The pro
vision to be repealed was one which applied to the Navy, for 
a certain period--

1\fr. BUTLER. No, sir. 
1\Ir. MONDELL. Let me finish my inquiry. 
1\Ir. BUTLER. I beg the gentleman's pardon. 
1\Ir. l\fONDELL. The provision which it is proposed to repeal 

is a provision that applies to the Navy, for a certain time, an 
act passed for the Army, or intended for the Army, and giving 
certain additional allowances. 

l\Ir. BUTLER. Yes, sir. 
Mr. MONDELL. That is true, is it not? 
1\Ir. BUTLER Yes; that is true. Will the gentleman allow 

me to make a statement? 
l\Ir. 1\fO~TDELL. Will the gentleman let me finish my state-

ment? ' 
1\lr. BUTLER. Certainly. 
1\lr. 1\IONDELL. I thought I was informed about this mat

ter, but the more I have listened to this di cus. ion the more con
fused I have become, and I want to know how far wrong I am. 

Mr. BUTLER. I do not think the gentleman i 'vrong at alL 
1\Ir. MONDELL. The provision which it i propo u to re

peal is a provision which was carried in the naval bill? 
1\Ir. BUTLER. Yes. 
Mr. l\IONDELI... The effect of which was to giye certain 

men in the Navy for u time the benefit of certain additional 
allowances which had been provided for the Army? 

Mr. BUTLER. Yes; but if my friend will permit me to make 
a statement now, I will go back to 1918-
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i\Ir. MO~ ~DELL. While the act originally was intended to 
npply only to the Army, it was considered to apply to the Navy. 

l\Ir. BUTLER. The gentleman is correct. 
Mr. ~JONDELL. Anu in order to limit it, you placed a limita

tion, as far as the Navy was concerned. 
1\lr. BUTLER. The Committee on Naval Affairs did. 
l\Ir. ~JO:NDELL. Now, if you repeal this provision, your as

umption is that the auditor will still apply the same rule as 
formerly, and so long as these allowances go to the Army they 
will go to th Navy. 

'Mr. BUTLER I am assuming that they ha>e construed the 
original act as applying to the Navy, and therefore if we take 
out this limitation I assume that the original act will be con
strued to np{)ly. 

l\Ir. \V ALSH. 1\lr. Speaker, I think the discussion that has 
been had clearly demonstrates that the proposed amendments 
of the Senate are not in the nature of economy. I opposed this 
re olution when it was here before, and the amendments of 
the Senate simply carry it back to October 1, 1919, which I 
contended would be necessary in order for these allowances to 
be payable; and much as I regret to interpose an objection to 
anything fa>ored by the chairman of the Committee on Naval 
Affairs, I think this is a matter that ought not to be permitted 
to come up by unanimous consent, and I object. 

l\Ir. SNYDER. Will the gentleman yield for a question? 
:Mr. BUTLER. I move to suspend the rules and take from 

the Speaker's table H. J. Res. 213 and concur in the amend
ments of the Senate. 

The SPEAKER. The gentleman from Pennsylvania moves to 
su~pend the rules and take from the Speaker's table H. J. Res. 
213 and concur in the Senate amendments. Is a second de
manded? 

~Jr. SAUNDEUS of Virginia. I demand a second. 
The SPEAKER. The gentleman from Virginia demands a 

second. 
1\Ir. BUTLER I ask unanimous consent that a second be 

consideretl as ordered. 
The SPEAKER. The gentleman from Pennsylv~nia asks 

unanimous consent that a second be considered as or<lered. Is 
there objection? 

There was no objection. 
The SPEAKER. The gentleman from Pennsylvania [1\lr. 

BuTLER] is recognized for 20 minutes and the gentleman from 
Virginia [l\Ir. SAUNDERS] is entitled to 20 minutes. 

l\lr. BUTLER. 1\lr. Speaker, unless some gentleman wishes 
to ask me a question I will reserve my time. 

_ l\lr. rKUTSON. I wish to ask the gentleman a question. 
Mr. BUTLER. I yield to the gentleman from Minnesota. 
l\lr. KNUTSON. How much does this involve? 
1\lr. BUTLER This will involve about $10,000 a day. 
l\lr. BEGG. For how many days? 
l\Ir. BUTLER. Until the emergency is o>er. Assuming that 

during the month of January we shall have an announcement of 
peace, it will be for October, November, December, ancl part of 
January. I ha>e been calculating it by the day and not by the 
month. 

:Mr. LAYTON. What does the gentleman mean by emer
gency-until the league of nations is indorsed? 

l\lr. BUTLER. I do not know, my friend, what is meant by 
that. [Laughter.] I should like to inform my good neighbor, 
but I do not know. 

l\.Ir. SNYDER. Will the gf'ntleman yield? 
Mr. BUTLER. Yes. 
Mr. S:NYDER. A few moments ago, when the gentleman made 

the statement that he favored ·an increase in the pay of the 
petty officers--

1\!r. BUTLER. Yes. 
l\ir. SNYDER. Coupled with that statement the gentleman 

said he had just been advised that some 1,700 enginemen of the 
Navy h::tcl gone out. 

Mr. BUTLER. Yes; they haYe left their ships. 
1\lr. Sl\TYDER. Will the gentleman tell us what he knows 

about that? Dicl they strike, or what? 
l\1r. BUTLER No; these men never strike. These men have 

left, not all at one time, and evidently not by concerted action, 
but they have left the service of the Government. The war i 
now o>er-no; the war is not over. I would be standing upon 
both sides of the question if I said it was over. 

:Mr. KNUTSON. Stand right in the middle. 
Mr. BUTLER. Yes. 
Mr. GARNER. Will the gentleman yield? 
Mr. BUTLER. Yes. . 
1\Ir. GARNER. This is retroactive since October 1? 
Mr. BUTLER. No; it is not retroactive. It is simply con

tinuing. 

Mr. KNUTSON. Exactly. 
Mr. SNYDER. Let us find out about the 1,700 engineman who 

went out. 
Mr. GARNER. t want to ask the gentleman to tell us about 

that. 
Mr. BUTLER. I shall be very glad to do it. There are in the 

Navy from 4,000 to 4,500 enginemen, chief machinists, and their 
assistants, first, second, and third grade. The chief machinists 
are mo t of them yet in the service, as I discover upon an 
examination of the records this mQrning, but as to the first, 
second, and third class machinists many of them have gone out 
into civil life. They are employed upon merchantmen, employeu 
by the Shipping Board at enormous figures. We pay these men 
perhaps from $60 to $75 a month, and they get maybe three 
and a half times that from the Shipping Boarcl. 

1\lr. SNYDER. I evidently got the wrong impression from 
what the gentleman said. I took it these men had left the 
service to-day, in a body. 

:Mr. BUTLER. Oh, no. 
1\lr. SNYDER. Due to the fact that their compensation was 

not .satisfactory. 
Mr. BUTLER. The gentleman is right about the comp nsa

tion part of it, but they did not leave in a body. 
Mr. HULINGS. They could not leave until they were di -

charged. 
1\lr. GARNER. Will the gentleman yield now? 
Mr. BUTLER. Yes. 
Mr. GARNER. This bill applies to all officers of the Navy 

from October 1, 1919, until the-emergency is o>er. 
:Mr. BUTLER. Yes; it continues the pay which they had 

prior to October 1. 
Mr. GAR~"ER. Then it will apply to officer or men who were 

in the Navy who ha>e resigned since October 1, as well a to 
those who are still in the service? 

l\Ir. BUTLER. I understand not. 
Mr. GAR~"'ER. Why not? I want to get at the facts, now. 

But the bill provides that t11e same . compen ation shall b2 
allowed the Navy that was allowed prior to October 1. 

Mr. BUTLER. \Vhen any man resigns, then all his pay ends. 
Mr. GAR?I."'ER. If he had tllis pay coming to bim--
1\lr. BUTLER. Oh, if he resigned in the middle of October. 

I would not ask to make an act retroactive; but the purpose wns 
as I have endeavored to explain, that we made the attempt to 
pass a joint resolution in September when we <liscovereu tl1e 
emergency would exist October 1. ·we started of our own mo
tion to set that right, but by reason of the interlocking between 
the two boclies, creating some confusion, that date passed. Now, 
without the Senate amendment the pay "\Tould be lost to the 
officers in October, November, and perhaps half of December. 
I do not think that is right. I have explained, in the pi·e ence 
of my friends, that I hold myself partly re ponsible. I think 
that I went possibly too fast; in endeavoring to cut off a tlead 
:finger I cut off a good one. 

Mr. GARNER. The law will continue as long a· the emei·-
gency exists. • 

Mr. BUTLER. Yes; the Army is drawing thi pay, and it 
will continue during the emergency, and all we ask is t11e same 
for the officers of the Navy, including the waTrant officers wit4 
commission rank. 

Mr. SNELL. ·wm the gentleman yield? 
:Mr. BUTLER. Yes. 
Mr. SNELL. I have heard it stated that the reason there is n 

shortage of enginemen on the eastern coast is that they ha•e all 
been sent to the Pacific coast to be there \Yhen they had the big 
parade with the President and the Secretary of War present. 

Mr. BUTLER. I must not take up much of the time of this 
session, but I want to say that I do not belieYe a word of it. I 
have for 24 years advocated a fleet on the Pacific coast. l ·thiuk 
it belongs to us as well as the Atlantic coast, and it was Hot 
until the gentleman who now occupies the office became tl1e , ec
retary of the Navy that I was able to impress my vie,vs upon 
him. He finally consented to take care of the Pacific coast. I 
am glad he has taken the fleet over there. There will be no 
trouble fronr any nation on that side while that fleet is out there. 
[Applause.] I am glad he has sent it to the Pacific. We ran 
not have the naval stations out there that are asked for at this 
time, because we have not the money. 

:Mr. SNELL. But it is said that the mechanics an<l engineers 
are all out there at the present time. 

:Mr. BUTLER. Listen, if you please. The American people 
need not be disturbed if some of the officers of the Navy and 
some of the petty officers of the Navy decline to stand by their . 
ships. We propose to have a Navy notwithstanding. -

1\lr. SAUNDERS of Virginia. 'Vill the gentleman yield? 
Mr. BUTLER. Yes. 



1919. CONGRESSIONAL RECORD-HOUSE. 705 
· Mr. SAU ~DERS of Virginia. I understand the statement 
made on behalf of the original bill is that it was intended to put 
the officers of the Navy on the same footing as the officers of the 
Army with regard to drawing certain allowances. 

1\lr. BUTLER. Yes. 
Mr. SAUNDERS of Virginia. For the same period. Now, 

why did they insert the language "but in no e\ent beyond 
October 1, 1919"? 

1\Ir. BUTLER. That was a hallucination; I thought we 
would then be in peace. 1\Iy friend from Tennessee is always 
kindly disposed toward me, and he will perhaps share a part 
of the blame. I was insistent that the war would be over and 
that there would be no more fighting .and peace would be 
declared before October 1, and then we would know what the 
appropriations were to be and what demands there would be 
on the Treasury, and we thought that we would cut it off Oc
tober 1. 

Mr. SAUNDERS of Virginia. Did not the use of that lan
guage carry the impression to us in the House that whether or 
not the war came to an end by that date, that thereafter the 
allowances would not go to these officers? 

1\Ir. BUTLER. I think the gentleman from Virginia is jus
tified in drawing that conclusion. I am endeavoring to give to 
him what was in the mind of the committee at the time the 
provision was put in the bill. If we bad thought that this 
emergency would extend after October 1, I assure the gentle
man the provision would not have been reported. 

1\Ir. SAUNDERS of Virginia. What was the use of the lan
guage except to carry that idea to the minds of the Members 
of the House whether or not the termination of the war . came, 
this allowance would not be carried beyond that time? What 
was contained in the minds of the committee would be ac
complislied if they had left out the reference to October 1, 
1919. 

1\Ir. BUTLER. Yes; if the war had ended all of this com
pensation would have disappeared. 

l\Ir. SAUNDERS of Virginia. If you had left out the refer
ence to October 1, 1919, you would ha\e put the officers of the 
Navy on the same footing as the officers of the Army. 

l\lr. BUTLER. Yes; they would remain on the same footing 
they were on. 

Mr. SAUNDERS of Virginia. And that would haYe been 
continued according to the ruling of the controller--

Mr. BUTLER. Yes. 
l\lr . .SAUNDERS of Virginia. So this language meant noth

ing whateyer, except to carry the idea that after that date the 
allowance would terminate. 

l\Ir. BUTLER. We had the idea that the war would be over 
by that time and that this allowance would cease. I could 
hardly tell why we put it October 1. 

l\Ir. SAUNDERS of Virginia. Because you wanted to make a 
good showing on the bilL . 

l\Ir. BUTLER. We did; and ha>e some idea of what the 
appropriations were to be. 

Mr. GARNER. \Viii the gentleman yield? 
Mr. BUTLER. Yes. 
l\1r. GARNER. If the Army bill had carried a prov1s10n 

limiting the pay to October 1, · then this bill would not be in 
here? 

1\lr. BUTLER. No. 
Mr. G ... illNER. It is the result of continued legislation, if 

the Army gets something the Navy · wants it. If you had 
limited the Army bill to October 1, this bill would not be in 
here. 

l\Ir. BUTLER. Why, all should cease on Oc-tober 1. 
l\Ir. GARNER. And they are merely asking it now because 

the Army is getting something that they are not entitled to. 
1\lr. BUTLER. Oh, not that. 
l\Ir. WALSH. 1\lr. Speaker, will the gentleman yield? 
l\lr. BUTLER. Let me answer the gentleman from Texas 

first. I hope my 15 minutes will be up presently, for I do not 
think that I am doing any good. [Laughter.] 'Vhy, of course, 
I would say in answer to the gentleman. 'Vhat one Member 
of Congress wants another wants. Are we not all human? 

Mr. GARNER. Yes. 
l\lr. BUTLER. I think that ans,-rers the question . 
.Mr. l\fONDELL. · 1\Ir. Speaker, will the gentleman yield? 
1\lr. BUTLER. Yes. . 
Mr. 1\IONDELL. I think the bill ought to pass, because I 

belie\e that so long as . these allowances go to the Army it 
is entirely proper that the officers of the Navy should have 
the same benefits. I am very glad, however, that the chair
man of the Committee on Naval Affairs has taken the position 
that there are to be none of these great increases of pay and 
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allowances that people are asking ior and th...at Members of 
Congress are being importuned to grant. However we may 
feel about these matters, whatever our sympathy may be, no 
matter how much we would like to add to the pay and emolu
ments of men in the public service, the condition of the Treas
ury is such now that these requests and demands can not be 
met and allowed. 

l\Ir. GARNER. l\Ir. Speaker, will the gentleman from Penn
sylvania yield to me in order that I may ask a question of the 
gentleman from Wyoming? 

Mr. BUTLER. Yes. 
1\fr. GARNER. Then if the same effort is made to limit the 

Army to these allowances as it was proposed to limit the Navy, 
there will be no demand for this bill? 

Mr. l\fONDELL. Oh, this is not a yery large matter. 
Mr. GARNER. Only $10,000 a day, that is all. 
Mr. l\fONDELL. The law makes provision for the Army 

and we are not going to repeal it. In the providence of God 
and the good sense of the Senate we hope that before yery 
long the emergency will have ceased, and then all of these 
allowances will cease, but so long as the Army receives these 
allowances, I think the Navy should also. 

l\lr. CALD,VELL. Mr. Speaker, will the gentleman tell us 
which one of those sources he has the greatest confidence in'? 
[Laughter.] . 

Mr. SNYDER. Mr. Speaker, will the gentleman yield? 
l\Ir. BUTLER. Yes. . 
l\1r. SNYDER. In the arguments that baye been made for 

the passage of this resolution nothing has been said as to the 
necessity for it, except to put the naval officer upon a par 
with the Army officer in the matter of compensation for com
mutation of quarters. 

1\fr. BUTLER. He expectE>d that and he has arranged all 
his affairs accordingly. 

Mr. SNYDER. That is all Yery true, but in reality--
l\1r. BUTLER. The effect is just what the gentleman states. 
1\Ir. SNYDER. In reality that is what the gentleman is 

striving to do. 
Mr. BUTLER Yes. 
1\.:Ir. SNYDER. Not because of any necessity on the pait of 

the naval officer for an increase in compensation. Let us have 
it just as it is. When gentlemen say that they are opposed 
to increases in the future, why not start by doing the thing 
that we ought to do and eliminate now? Starting to eliminate 
means nothing. The thing that counts is to eliminate; and 
this proposition here is not based at all upon the necessity 
of the naval officer, but is based wholly upon a question of 
putting him on a par with the Army so far as compensation 
is concerned. 

l\lr. PADGETT. l\lr. Speaker, will the gentleman yield? 
l\Ir. BUTLER. l\Ir. Speaker, how much time have I ·con-

sumed? 
The SPEAKER. The gentleman has used 15 minutes. 
Mr. WALSH. 1\fr. Speaker, will the gentleman yield? 
1\fr. BUTLER. Mr. Speaker, I would like to yield to my 

friend from Massachusetts. He knows that, but I haYe only 
5 minutes left, and I must yield some of that to my colleague, 
the gentleman from Tennessee [Mr. PADGETT]. 

Mr. SAUNDERS of Virginia. I have promised the gentle-
man from Tennessee 5 minutes. 

Mr. BUTLER. Did the gentleman want some of my time? 
Mr. PADGETT. Oh, no; go ahead. 
l\Ir. BUTLER. I will give the gentleman three minutes, and 

I will reserYe the balance of my time. . 
The SPEAKER The gentleman from Yirginia [~lr. SAU!'\· 

DEBS] is recognized for 20 minutes. 
1\Ir. SAUNDERS of Virginia. 1\lr. Speaker, I yield five min

utes to the gentleman from T.ennessee [Mr. PA.DGETT]. 
The SPEAKER. The gentleman from Tennessee is recognized 

for eight minuteB. . 
l\lr. PADGETT. l\Ir. Speaker, this is a very plain and. a very 

simple matter. Congress passed an act providing commutation 
of quarters for the Army. Under a prior law the commuta
tions of the Navy are the same as provided by law from time to 
time for the Army, so that when Congress passed a special act 
providing commutations of quarters for officers of the Army, to 
continue during the emergency, by operation of the prior lay,r 
they became available to -tbe Navy. 

Mr. CALDWELl.~. Mr. Speaker, if the gentleman wiH yield, 
I do not think he has made one point quite clear. The officers 
of the Army are entitled to commutation of quarters when they 
are not with troops, but when they are with troops they are 
not so entitled. When the officers went away to this war they 
left their families here, and they did not have the com~:Dutation 
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of quarters. A law was passed to give them commutation of 
quarters. . 

l\11'. PADGETT. That is correct. In the naval appropriation 
om which was passe-d last April, itt a spirit or economy and as
suming that tbe war would be over, that the emergency would 
cease. by the 1. t Qf October, 1919, a provision was illBerbed pro
viding that the commutation of quarters under the pdor law 
which I mentioned a moment .ago should not be construed to 
:.tJlply to the N m-y beyond October 1, 1919. 

1\lr. GARNER. 1\fr. Speaker, will the gentleman yield? 
l\lr. PADGETT. Yes. 
lllr~ GARNER. There is but one mistake thn.t the -committee 

made in the interest of economy, and that was in not including 
the word " army " al o in that pronsion. 

1\lr. PADGETT. "'~ell, I think the gentleman is entirely 
wrong when he gets to the facts. Now, that provi ion was in
serted in the naval appropriation bilL The eff'ect of that is that 
the emergency continuing tile A . .rmy is now receiving a benefit of 
that special act, but the Navy is precluded from receiving it after 
October 1 by Yirtue of this clause inserted in the NayY appropria
tion bill pro"fiding that it should not be considered to apply to the 
Navy after October 1. Now, this resolution that was passed by 
the House was reported by the committee back in September, and 
we supposed that we would g~t it enacted before October. The 
only effect of it is to repeal this provision in the na"fal appro
priation bill pro'Viding that commutation of quarters shall not 
be considered to apply to naval officers after October L 

1\fr. MANN of Illinois. \Viii the gentleman yield for a ques
tion? 

1\fr. P .ADGETT. Yes, sir . 
. 1\fr. 1\lANN of Illinois. "hat then was the purpo e of putting 

in the naval appropriation act the language "and in no e\ellt 
beyond Octobel' 1, 1919 "? 

1\lr. PADGETT. That was to stop it at that time, because the 
committee supposed tlUlt the emergency W(])Uld be o"'er at that 
time. 

Mr. 1\!A .... ~N of Illinois. Bot ihey had fllready .'3tated in the 
same paragraph that it should be continued only during the 
period of the war? 

Mr. PADGETT. Yes. 
1\Ir . .l\1ANN of Illiriois. ~'ow, that was suffident-
Mr. PADGETT. Yes. 
,1\fr. 1\L.u\-r.N of Illinois. As fur as the war was concerned ; and 

then you added ·" but in no event beyond October 1." ""hat ·is 
the purpose of putting that in'? 

Mr. P .ADGETr. As I hay-e stated, it was to stop it on the 
J.st day of October. 

l\fr. MANN of Illinois. ll!'garclless of whether peace was ue
clared or not? In other words, they went forward then and are 
now backing' np? 

Mr. PADGET!'. That .fixed a definite time. That was to 
stop it on the 1st day of October. 

l\lr. MANN of Illinois. Whether the war was o\-er or not? 
l\lr. SNYDER. Which was absolutely right. 
Mr. PADGETT. Now, the House pa sed a resolution repeal

ing that clause of the nnv.al appropriation bill pronding that it 
shall not be construed to apply to the Navy after October 1. 
'As I say, we thought we would get that enacted before October 
1., but delays ha\e oceu1·red. The bill went over to the Senate, 
and the Senate passed another bill just identical with this bill 
and sent it over here, so that the House bill had gone over there 
and the bill came over here. Then the Senate, in order to get 
action upon the same bill, lk<tssecl the Honse bill witll an amend
ment malting it operative upon the 1st day of October, so that 
these officers ~will not lose their commutation during the months 
of October, November, and December. In Qther words, so that 
the act will continue. A record '\"ote was taken upon it, and 
there were but -something like--
. · Mr. BUTLER. Six. 

Mr. PADGETT. Five or six 'VOtes against it. Two hunured 
and fifty odd voted in favor of the passa.ge of the resolution. 

Mr. DEMPSEY~ Will the gentleman yield for a question? 
Mr. PADGETT. In just a moment. "The statement was made 

n moment ago that we were asking for it simply because th~ 
1A.rmy has it and because there is no need of it. I want to dis
abuse your minds of that.. There is a tt·emendou:s need of it. 
~\Ve have had extensive hearings~ and if you will take the pains 
'to read those hearings any fai.r-minded man, I think, will come 
l:O the conclusion that there is an imperative demand that the 
pay of officers should ~ increased, and this is simp1y to give 
j:h~in. the bene.flt of these commutations from October 1 during 
.lhe 'Continuance of the emergency, the same as is being .recei'VW 
by the Army. 
l 1\Il'. DEMPSEY! ·wm the gentleman now yield for a qu~ 
J.Io'n} J 

Mr. PADGETT. Yes, sir. 
Mr. DEMPSEY.. The war service of the Army proper ceases 

as they reach our shores. Now, is there anything in this nropo
sition? Has the Navy continued to render war services durin" 
this period in going back and forth for wnr purposes? b 

Mr. PADGETT. Yes; they have been bringing men back and 
taking supplies ov~r and things of that kind. 

1\fr. DEMPSEY. As a matter of fact, has riot n lax-g~r part 
of the Navy been engugred in war work right up to th~ pre. ent 
time and rluring this period for which the gentleman asks this 

llowance? 
Mr. P ADGE.TT. A great '<1e.al of it, res, sir; an<.1 I want to 

say the only effect .now of thls amendment of the Senate is 
that instead of its becoming operati-ve and continuing for the 
time it becomes a law now that there shall be no hiatus, that 
it shall take effect from the 1st day .of October, and from the 
time that the Army has been receiving it, and when it was 
expected that it would become legi 1ation. I yield back what 
time I may lul ve remaining. 

·The SPEAKER. The time of the ~ntleman has expired. 
1\fr. BUTLER. Will the gentleman from Virginia eonsume 

the OO.lance of his time? How much time is there rema.lninrr? 
The SPEAKER. The gentleman from Vil·ginia has 15 min

utes and t11e gentleman from Pennsyh-ania 2 minutes. 
:.Ur. SAU1\"DERS of Virginia.. Does the gentleman from 

Pennsylvania wish some time? 
1\lr. BUTLER. No, sir, unless somebotly de ire-s o ask me 

a question. 
Mr. SA.U~"DERS of 'Virginia. lli. peaker, it is tated QD 

behalf of tllis legislation 'both by the gentleman from Pennsyl
vania [1\:Ir. BUTr.m] a.nd the gentleman from Tennessee {Mr. 
PADGETT] that it originated in a pirit of economy, but I fail 
to see how they ma~ good that contention. At the very mo
ment the economy feature of this statute becomes effec
tive, they propose to repeal it. No economy will be or could 
be secured under this statute, unless the allowances referred 
to al'e discontinued :as of the uate fixed in the l'esolution, and 
the discontinuance is perpetuuted. But, confronted with th 
unexpected ituation that the original provision of the nu.ynl 
bill is reallY protecting the Treas11ry and effecting a not in
con iderable economy, the chairman of the Committee on 
_ Taval Affairs insists that really his committee is taken by 
surprise, that it was not intended to secure a real ~conomy by 
the language used, and if it is now operating to that effect, it 
should be repealed by the pending re olution. 

.1\lr. LAYTON. Will the gentleman yield for n question for 
information? 

l\1r. SAUNDERS of Virginia. I will 
1\Ir. LAYTON. The gentleman is an oldet· l\Iember of t:lle 

House and I know nothing abont it. Ilow long doe · commuta
tion a ttacb. to an Army officer? 

1\!r. SAUNDERS of 'Virginja. I should prefer the g.entleman 
should n-sk that question of some 1\iember of the ommittee on 
1\fili tary Affair~. 

Mr. LAYTON. What I mean ]s the permanent ftllow-ancc 
made to an Army officer? 

Mr. S.AUNDERS of Virginia. It attaches tmtler certain pre
scribed eonditions, nnd so long as the conditions exist, tlle al
lowances continue. 

1\fr. LA.YTON. During the emergency? 
Mr. CALDWELL. I will explain to the genUeman from 

Delaware that thel'e is a continuing permanent law that giTes 
to the Army officer -who is not with troops oommutation of 
quarters. During the emergency we passed a law giving to tbe 
officer who was with troops a commutation of .quartel , so that 
his family could be cared for while he was in France figllting 
for us. The law of the Navy was, in geneml terms, that th y 
should haye the same commutation of quarters the Army bus, 
and so by operation of law when we gaye the Army the com
mutation .of quarters for men who were with troop we gave 
it to the m\val officers -who were with troops and who thereto4 

fore dld not have it. The -emergency legislation limited it until 
peace was declared, but peace has not been dec1areti. As ex
plained here, they attempted te I'€peal the law for the Navy 
for the purpose of making political capital for the Republicans, 
who were claiming a desii·e for economy, and now that they 
find they can not do it wit'hGut inequality they are in favor 
of it. 

Mr. BUTLER. Will the gentleman gi"'e me a minnte now? 
Mr. SAUNDERS of Virginia. Ye .. 
Mr. BUTLER. Let me say to the gentleman from New York 

'[Mr. CAI.DWELL] that the experts of the Navy Department I'e
ported to me to-day that they have thirty to forty millions of 
do1lars left <~ver out of this biU, and if we had two wtsek · more 
we would save that money, but we uo not have it. We were 
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trying to economize. And I will say to my friend from Vir- in this matter and uphold the gentleman from Pennsylvania in 
ginia [Mr. SAUNDERS] that this does seem a clear and honest his spirit of economy, is to vote down the resolution. That 
and methodical \Yay. Our purpose was to keep our hands on will make the original action of the Naval Co~mittee an 
the appropriations and know about what charges would be put effecti\e instrument of economy. 
upon the Treasury and limit them everywhere we could. Even :Mr. LAYTON. 'Vill the gentleman yield a minute? 
then, perhaps $30,000,000 or $40,000,000 will be left OY"er at the Mr. SAUNDERS of Virginia. Yes. 
end of the year. Mr. LAYTON. Do you not think, to make it a perfectly 

1\Ir. CALDV\'ELL. Will the gentleman yield? complete thing, that we better go back and cut out this com-
The SPEAKER. The time of the gentleman has expired. mutation for the Army? 
1\Ir. CALDWELL. 1\Iay I have one more minute? 1\Ir. SAUNDERS of Virginia. I have no objection to the 
1\Ir. SAUNDERS of Virginia. Not just now but later. gentleman's offering an amendment to that effect if he can do so. 
I will say to my friend from Pennsylvania [1\Ir. BuTLER] The merits of this increase of naval pay have not been dis-

that the proper action for this House to take is to continue the cussed at all. No one has undertaken to ~how In any sufficient 
good work that you say you set out to do; in other words, fashion that on the merits these officers are entitled to this 
we should defeat this resolution. That action on our part will extra compensation. 
make effectiYe the scheme of economy which you bad in mind The simple statement has been made that because the Army 
when you submitted the naval bill to the House. wns getting something, therefore the Navy wanted it, and was 

1\Ir. BUTLER. Usually the gentleman has no trouble to get entitled to it. As I understand the statement made by the 
me on his side, but be could not get me over there on this. gentleman from Kew York [1\Ir. CALDWELL], a member of the 

1\Ir. SNYDER. Does the gentleman understand that the only Committee on Military Affairs, there is far more reason why 
justification for the passage of this resolution is that since the the Army officers should· have received these allowances, than the 
committee has bad this lapse in the idea of economy they now officials of like rank in the Navy. 
feel that they ought to put the naYal officers, at least, upon a 1\Ir. Speaker, it has been said in this connection, I think, 
par with the Army officers, until such time as somebody de- by the gentleman from Pennsylyania [Mr. BuTLER], that the 
clares the war to be over? naY"al officers were expecting these allowances; that they had 

1\lr. SAUNDERS of Virginia. The Committee on KaYal Af- made their arrangements ''lith reference to the same, and 
fairs is now confronted with a most unexpected situation. They that therefore it would be a hardship on them not to pass this 
finu to their consternation that their legislation is proving resolution. I desire to call the attention of the House to the 
effective for economy. Hence they clamorously insist that it fact that, far from this being so, that these naval officers 
should be repealed. were specifically warned, and advised, by the terms of the 

1\Ir. SNYDER. When they put in the bill that this com- naval bill that after October 1, 1919, these allowances would 
mutation should go along further than October 1, that is what not be paid. Therefore they could not haYe been making 
they meant? their arrangements, unless they had such confidence--

1\fr. SAUNDERS of Virgh1ia. I suppose that the language Mr. STEPHENS of Ohio. 1\Ir. Speaker, will the gentleman 
to the effect that under no circumstances shoul<l_ the allowances yield? 
be paid after October 1, 191D, was intended as a legislative 1\lr. SA.UKDERS of :virginia. Yes; but you ought not to 
joker. fnterrupt me in the middle of a sentence. I w·m yield. 

1\lr. SNYDER. I want to go on record as saying if the com- 1\Ir. STEPHENS of Ohio. I just wanted to call your at-
mittee starts out to practice economy they ought to continue tention to the fact that the Navy is still active, and has been 
to do it, whether it meets up w-ith some proposed advance that active during all these months, and the activity of the mine
offsets it or not. I take the position also, with the gentleman sweepers, who llave just raised the mines, has been remark
from Illinois, that I am opposed to any more expenditure of able. They have just done the most dangerous work of the 
money except for regular and economical purposes. war and h:we just returned to this country. This is only for 

1\Ir. GOOD. I would like to a k the gentleman from Virginia commutation of quarters and not for extra pay. This date 
[l\1r. SAU DERS] a question. Suppose we pass this resolution of October 1 was probably put in the bill inadyertently, be
and it becomes a law to-day, and tl1at by the first of the year cause they tllougbt the war would then be over. 
such action should be taken as will permit the President to 1\Ir. SAUNDERS of Virginia. Oh, no; I am not willing to 
proclaim that peace bas come. What effect would this resolution allow the Committee on NaY"al Affairs to be thus misrepre
have then, so far as increase in pay or allowance for the year sented. It was 11ut in designe<lly. 
is concerned? 1\Ir. STEPHENS of Ohio. Either way, it is only a matter 

1\Ir. SAU:KDERS of Virginia. This resolution is both retro- of justice to the officers of the Navy. 
active and prospective. There is only a trifle of a million dol- 1\Ir. SAUNDERS of Virginia. I am trying to be just to 
lars involved in this joint resolution,-chicken feed, I believe the members of the Committee on Naval Affairs, and to help 
is the phrase applied in these days to an expenditure of oruy a them maintain their purpose in respect to economy. I think 
million dollars. - the House should support them in that attitu<le. We hear so 

l\Ir. GOOD. From the statement of the gentleman from New little at this time of real economy, and have so few oppor
York, I was rather led to believe that this law only applied tunities to yote for a proposition of reduction, that I think that 
during the emergency; but, from what the gentleman says, it is the committee £hould be supported in its original attitude. To 
a permanent law. pass this joint resolution certainly woul<l not be in the in-

1\Ir. BUTLER. Oh, no I would not vote for it if it was. terests of economy. 
It is only an emergency measure. Mr. TILSON. 1\Ir. Speaker, will the gentleman yiel<l for a 

1\lr. TILSON. Will the gentleman from Virginia yield to me question? 
two minutes? 1\Ir. SAUNDERS of Virginia. Not now. 

l\Ir. SAUNDERS of Virginia. I think I will proceed 'vith Mr. TILSON. I thought the gentleman had yiel<lecl the floor. 
my much-interrupted speech, and yield later. 1\fr. SAUNDERS of Virginia. No. What evi<lence had I 

1\Ir. GOOD. It is not going to do any good if it is for only given that .! had yielded the floor? [Laughter.] I was doing 
during the emergency. It is only going to give some officers my best to complete at least one sentence without interruption. 
about $10,000 a day for services they perform, if the President :Mr. Speaker, summing up the argument, I think we should 
should proclaim peace to-morrow. It will not help you to keep disregard the pathetic appeal of the Committee on NaYal Affairs 
officers in the service ne:s:t year. in this matter, as presented both by the chairman of that com-

1\lr. SAUNDERS of Virginia. The only merit of this resolu- mittee [1\Ir. BuTLER] and the ranking member on the Demo
tion is that it will help some naval officers in the matter of cratic side [1\lr. PADGETT]: First, because they started out in 
pay during the eme:·rgency, or ~echnil!al continuance of the war. this matter in a spirit of economy. This is a day and an hour 

l\lr. GOOD. Is it not true that if you put this in effect in calling for economy, and we should seek t'o make the spirit 
the Navy, after the President has proclaimed peace, it will not of economy effectiYe: Second, this is now a retroactive resolu
help them at all? tiOI:.t and us a rule this body does not and ought not to favo~· 

1\Ir. BUT~ER. I a_m not goin~ to _ha e the g~~tleman now . a retroactive proposition: Thil·u, these naval officers haY"e not 
geL up of Ius own w11l an<l say It wlll loot the Ireasury. It 1·been taken unawares, for the simple reason that the original 
doe~ not. provision specifically advised them of the fact that after Octo-

1\Ir. SAUNDERS of Vieginia. How mueh of my time llas now ber 1, 1919, they would under no circumst~inces receive these 
b~r ·n commmed. 1\fr. Speaker? allowances. Therefore as patriotic citizens they presumably 

S.'lle SPE.<\..KEH. The gentleman has seY"en minutes re- made their arrangements and ordered their domestic affairs to 
mnining. conform to the law. For all of these reasons I think this reso-

J,fr. SAUNDERS of Virginia. Now, 1\lr. Speaker, as I lution ought to be voted down by the House. 
started out to say, the only way to maintain our consistency Does the gentleman from Ilinois uesire to ask me !1 question? 
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lir. 1.lA ... ~~ of lllinois. No ; I wn.nted some time. 
Mr. SAUNDERS of Virginia. I reg~·et U1at I have only one 

minute lett~ and that has been promised to the gentleman from 
Connecticut [Mr. TILSON]. 

Mr. TILSON. Mr. Speaker, one point that hns not been 
lJronght out wlth respect to this resolution is a point favorable 
t o the pa sage of it. As the law now stands, without passing 
tllis bill, we ate really penalizing the naval o1ficer who goes 
to sea. The reason why the law was originally enacted for the 
Army was the fact that under the law as it then existed the 
Army officer who was not with troops drew commutation of 
quarters. while the officer who wns serving ln the field with 
troops and domg the fighting, when there was fighting to be 
d<me, drew no commutation of quarters. As a result the fam- I 

ily of the officer in the War Department or engaged at some 
otha· desk job was provided for, ' while the family of th-e officer 
in the field with his regiment had nowhere to live. It wn.s 
the same wny with the Navy. The officers who were on the 
ships at sea and doing the hardest kind of work had no com
mutation until the law '\'rns enacted which it is now desired to 
amend. Unless the limitation to October 1, 1919, is repealed 
we shall again have the anomalous condition of providing that 
officers who ru·e sn.fely ensconced in Washington ot· Annapolis 
or somewhere else shall draw commutation of quarters while 
the oftkers who go to sea rdo not have it. [Applause.] 

The SPEAKER. The time of the gentleman from Connecti
cut has expired. 

lit'. HULINGS. Mr. Speaker, I want to ask tbe gentleman 
'from Pennsylvania [Mr. BUTLER] for a minute. I belie"le he 
hns two minutes lett. 

Mr. BUTLER. Yes. I will yield to the gentleman a minute. 
Mr. HULINGS. Mr. Speaker, it .seems to me that the House 

is forgetting the ren.I question, the .real bone of all this proposi- · 
tion. This is not a question of economy. It is a question 
whether you are going to pay patriotic, efficient men in the 
Navy a decent wage to live on. {Applause.] 

These men are leaving the Navy because they can not affot•d 
to stay. Th~y lo"le their profession, but they also love their 
families, and the pay that they get does not enable them to stay 
in the service. 

Mr. BEGG. Mr. Speaker, will the gentleman yield? 
Mr. HULINGS. No. I have only a minute, and three-quur

ters of that is probably gone. 
Mr. BEGG. I would like to know if it is the sailors that 

are quitting, or the officers? 
Mr. HULINGS. It is the officers and the sailors both.. 1 

h,appen to know something about it. This little honorarium, 
as you might cnll it, this little addition to their pay, is the 
thing for us to do. I am in favor of this resolution. [Ap
pL'l.use.] 

The SPEAKER. The time of the gentleman from Pennsyl
vania has expired. The gentleman from Pennsylvania [Mr. 
BuTLE:&] has one minute. 

Mr. BUTLER. l\Ir. Speaker, the gentleman from Connecti
cut stated the position squarely. These officers receive no 
commutation of quarters while at sea. They got it during the 
.war by reason of the ad of 1V18. I repeat it again-and I 
could do no better if I had a month for the purpose-that this 
is simply a square act of justice. We must keep this naval 
force afloat, and this will belp us to do it. I appeal to the 
House to pass this 1·esolution. It sets no precedent. Take it 
from me, if you p1ease, this is along the line of economy 
looking to the future, and it will be helpful to us all around. 
I ask you to pass it. [Applause.] 

The SPEAKER. The gentleman f1·om Penn ylvanin. [Mr. 
BUTLER] moves th-at the House suspend the rules and coneur in 
the Senate amendment. The question is on agreeing to tbat 
motion. 

The question was taken. 
Mr. 'VALSH. Mt·. Speaker, I ask for a division. 
The SPEAKER. Tbe gentleman from Massachusetts asks 

for a division. 
The House divided; and th~re were-ases £2, n-oes 17. 
The SPEAKER . Two-thirds havtng voted in th~ affirmative, 

the Senate amendment is eonenrre<l in. 
SUGAB. 

1.Ir. HAuGEN. l\Ir. Speaker, I nlO\e to suspend the rules 
and pass the bill (S. 3284) to provide for the national welfare 
by continuing the United States Sugar Equalization Board until 
December 31, 1920) and for other purposes, with amendments. 

The SPEAKER. Tlle gentleman from Iowa moves to suspend 
the ru1es and pass S. 3-284 with amendments, which the Clerk 
will report. 

Mr. MARTI~. 1\Ir. Speaker~ I .(]emand a second. 

. 
The SPEAKER. The bill will be read first. 
1\f1·. l\!A~'"N of Illinois. It has to be read first. 

' The Clerk read as follows: 
Be >it enacted, etc.~ That the President is authorized to continue dur

'ing tl;le rear ending December 31, 1920, the United States Sugar 
.Equalization Board (Inc.), a co-rporation organized under the laws of 
t!J.e State of D~aware, and to vote or use the stock in such corpm:a.
tlon peld .bY him for the benefit of ~he United States, or otherwise 
exercise his control over the corporation and its directors in such a 
manner as to authorize and require them to adopt and carry out until 
December 31, 1920t plans and methods of securing, it found necessary 
for the pubhc goou, an adequ:tte supply and an equitable distribution 
of sugar at a tair and l'P.Asonable price to the people of the United 
S.tat.es. Section~ 5 and 10 of the act entitled "An act to further pro
VJ.tle for the ~ational seeur1ty and defense by encouraging the produc
ti<>n, conaerVlJlg the supply, and -controlling the distribution of food 
.Products Qnd fuel," appl'o'Ved August 10, 1917, as far as the same re
!ates to ruw or refined sug:u:, -sirups, or molasses. are hereby continued 
m f~l~ force and. efl'ect until .December 311 1920, notwithstanding the 
pr~VlSl<lns of section 24 of srud act: Provided, That the provisions of 
this act ~hall expire as to too domestic product S~ptember 30, 192{}: 
Ana provided further, That the zone s:ystem of sale and distribution of 
'SUgars heretofore established by the srud United States Sugar Equaliza· 
ti~n Board shall be abolished and shall not be reestablished or main
tamed,, and that su~a.rs shall be permitted to be sold and to circulate 
freely m eyery_po.rtion o1' the Uruted States. The termination of this 
act shall not affect any net done or any right or -obligation accruing -or 
accrued. or any suit or proceeding had or commenced in any civil case 
before the said termination pursuant to this ad; but all rights and 
liabilities under this act arising before its termination shall continue 
and may be enforced in the same manner as if the act bad not termi~ 
nated. Any offense committed and all penalties. forfeitures or liabil
ities incm·red prio.r to such termination may be prosecuted or punlshed 
in the s:J.me manner and with the same e1rect as if this act had not been 
terminated. 

Mr. CANDLER. Mr. Speaker, I demand a second. 
Mr. HAUGEN. I ask unanimous consent that a second be 

considered as ordered. 
The SPEAKER. The gentleman from Iowa n.sks unanimous 

consent that a second be considered as ordered. Is there ob
jection? 

Th-ere was no objection. 
The SPEAKER. The gentleman from Iowa has 2{) minutes 

and the gentleman from Mississippi [Mr. CANDLER] has 20 
minutes. 

1\Ir. HAUGEN. 1\lr. Speaker, the bill provides that the Presi
dent is authorized to continue during the year ending Decem
ber 31, 1920, the United States Sugar Equalization Board, and 
that Rections 5 and 1{) of the food-control act, so far as tbe 
same relate to sugar, are hereby continued in full force and 
effect until December 31, 1920. 

Mr. DUPRE. Will the gentleman yield? 
1\Ir. HAUGEN. Yes. 
M1·. DUPRJ!J. Are there any committee amendments"? 
1\fr. HAUGEN. There is one committee amendment-to 

strike out all after the enacting clause and insert in lieu 
thereof the matter read from the clerk's desk. 

l\I.r. DUPRE·. Will the gentleman be good enough to state 
bow the bill reported from his committee differs from the bill 
that passed the Senate"? 

1\Ir. HAUG~~. It differs in this resp~t: That the Senate 
bill repeals section 5, the licensing J)l'Ovision of the food-con
trol act, while the amendment continues it with resp ct to 
sugar, notwithstanding the termination of the war. 

Mr. BEE. Will the gentleman from Iowa yield for a que tion "? 
Mr. HAUGEN. Certainly. 
l\1r. BEE. I urn not familiar with this situation, but this was 

a war measure, as I understand it . 
.l\Ir. HAUGEN. Yes; the food-control act was. 
1\Ir. BEE. If peace is declared and the country returns to u 

peace basis, as if no war had ever existed, wliat authority has 
Congress, then, to continue in time of peace a measm-e for the 
regulation of certain commodities? 

1\Ir .. HAUGEN. The gentleman is referring to the net a . a 
whole. I am not sure that section 5 is based entirely upon the 
war p.ower. The contention is that Congress has the power to 
pass a law licensing dealers to a certain extent outside of the 
war power. Besides, this condition results because of the war 
to a certain extent. 

Mr. BEE. If the gentleman will permit the question, before 
the war was there any law that regulated the sale and use of 
sugar, such as is now contemplated in this bill? 

l\1r. HAUGEN. No; there was not. . 
· li.Ir. BEE. Then b~h.at authority, when this country is at 

peace, has the Cong1·ess .a right to interfere in these matters, 
unless you go into the domain of licensing and controll~ every 
industry in this country and taking all of them over? 

Mr. HAUGEN. The fact tl1at Congress did not a ert its 
authority before the war is no reason why it hould not do so at 
the end of the war. Besides, this condition exists because of 
the war. 
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1\fr. BYRNS of Tennes ee. Will the gentleman yield? 
1\Ir. HAUGEN. Yes; certainly. 
1\.fr. BYRNS of Tennessee. As I heard the bill read, the Sen

ate amendment undertakes to repeal the action of the equaliza
tion board in establishing zones? 

1\fr. HAUGEN. It does, and the committee amendment does 
also. . 

Mr. BYRNS of Tennessee. As I understand, the establishment 
·of those zones bas resulted in requiring people in certain sections 
. of the country to pay almost double what people pay in other 
section of the country? • 

1\Ir. HAUGEN. Yes; through their establishment and the 
action of the Department of Justice. 

llr. BYRNS of Tenne see. Is it the opinion of the gentleman 
that this amendment which the gentleman seeks to have adopted 
will do away with that discrimination, and will allow people in 
different parts of the country to get sugar at substantially the 
same price? 

1\Ir. HAUGEN. The House amendment also does away with 
the zone system. It directs its discontinuance. 

Mr. BYRNS of Tennes ee. And will enable people to get 
sugar at reasonably fair prices? 

lli. HAUGEN. If action is taken in the matter. 
l\lr. CRAMTON. Will the gentleman yield? 
l\1r. HAUGEN. Certainly. 
1\.Ir. CRAMTON. As I understand, the purpose of the exten

sion of thls law is to enable the Sugar Equalization Board to act 
in securing a distribution of sugar at a fair and reasonable 
price? 

1\Ir. H.A.UGEN. Yes. 
1\Ir. CRAMTON. Can the gentleman explain what is to be 

the relation between the authority of this board, which is to 
secure a uniform price, and the activities of the Attorney Gen
eral, who has fixed a price of 17 cents for sugar produced in 
Louisiana and a price of 11 cents for sugar produced in Michi
gan? Is the authority of the Attorney General to be superseded? 

l\1r. HAUGEN. The food-control act gives the President of 
tile United States certain authority which he has turned over 
to the Department of Justice; bnt there is also in existence this 
organization, the United States Sugar Equalization Board, a 
corporation incorporated under the laws of the State of Dela
ware. Both are agencies of the President. 

l\Ir. CRAMTON. And ore we to understand that with the 
extension of this law the Sugar Equalization Board will proeeed 
;with the equalization of the price of sugar, while the Attorney 
General, al o acting under the authority of the President, will 
proceed to approve a price of 17 cents for Louisiana sugar and a 
price of 11 cents for Michigan sugar? 

1\lr. HAUGEN. The whole matter rests with the President of 
the United States; but as the gentleman has stated, the price 
of sugar in Louisiana to-day, r understand, is from 17 to 18 
c"'nts, while the price in the beet-sugar section is about 10 cents-
about 7 or 8 cents difference in price between the two parts of 
the country. The price in one section is about double the price 
in another section of the country. 

Mr. CRAMTON. The gentleman explained the matter fully 
when he said it all rested in the hands of the President. 

Mr. HAUGEN. Yes; it rests in the hands of the President. 
Mr. SNELL. Will the gentleman yield? 
Mr. HAUGEN. Surely. 
1\lr. SNELL. I wish the gentleman would state in a few 

words what the actual effect on the country will be of the ex
tension of this law? 

l\lr. HAUGEN. It will be left up to the President. The 
President has had the authority, but he has not exercised it. 
We do not p1·opose to add anything to the authority which he 
ha<l, nor do we take anything from it. It is suggested here to 
continue sections 5 and 10 of the food-control act with respect 
to sugar. Section 5 is the licensing provision and section 10 is 
the requisition provision. 

Mr. SNELL. If the President does not exercise the powers 
:Which he already has we will get no relief? 

:Mr. HAUGEN. \Ve will be exactly w~ere we are now and 
some will go without sugar as at the present time. There is no 
question about it-had the President exercised his power under 
the law the situation now would have been entirely different. 

~Jr. 8...1\JELL. Why d{) you expect relief by continuing the 
power? 

1\Ir. HAUGEN. The President has the power to relieve the 
situation; if he does not do so the responsibility will rest upon 
him and not upon Congres . 

1\lr. CAl\IPBELL of Knnsas. Will the gentleman yield for a 
question? 

Mr. HAUGEN. Yes; surely. 

Mr. CAMPBELL of Kansas. Is it true that Englund has 
come into our sugar market and has purchased sugar at a price 
fixed by the producer, and in some instances running as high as 
20 cents a pound? 

Mr. HAUGEN. Mr. Wilkinson, a jobber of Washington, be
fore the Senate committee said that he had been offered 22 
cents a pound for sugar. 

Mr. CAMPBELL of Kansas. By England? 
1\Ir. HAUGEN. It has been alleged that sugar is being ex

ported to England and other countries . 
Mr. CAMPBELL of Kansas. I understand that there are 

millions of tons of sugar on the wharves in New Orleans wait
ing for shipment to England-sugar that was purchased for 
20 or 25 cents a pound for England. I \Yant to know if that" i.:s 
h-ue. 

Mr. HAUGEN. We had no evidence before our committee 
bearing upon that. This is the situation: The world's short
age of sugar is about 2,000,000 tons. There is produced in the 
United States 1,777,000 long tons. The prewar consumption 
was about 83 pounds per individual, during the war about 75 
pounds, and is at present about 92 pounds. If that is correct, 
about 4,520,000 long tons of sugar will be required to supply 
the demand in the United States. The Cuban crop is about 
four and a half million tons, while their local consumption is 
but 150,000 tons, leaving, then, 4,350,000 tons for export From 
one-quarter to one-third of the Cuban crop has already been 
exported at the present time. Deducting that from the 4,350,000 
tons, they haYe about 3,000,000 tons for export. If apportioned 
as it was in the year past, one-third to Europe and two-thirds 
to the United States, there is about 2,000,000 tons available in 
Cuba for export to the United States. Add to that the 
1,777,000 tons produced in this country and we will have 
3,777,000 tons, which is 742,300 tons less than is required. 

It goes without saying that it is necessary for Congress to 
do something to relieve the situation. Although the hour is 
la.te and the administration has slept upon its right to avail 
itself of the opportunity, there is some possibility of saving thu 
situation to some extent. As I have said, we add nothing to 
the power granted in the food-control act as it relates to 
sugar, and we take nothing away, but if we pass this bill 
there will be no excuse for not exercising the power and pro
tecting the people of the United States and supplying them 
with, if not an adequate· supply of sugar, at lea t partial 
relief. 

1\Ir. 1\IO)ITAGUE. \Vill the gentleman yield? 
1\Ir. HAUGEN. Yes; certainly. 
l\1r. l\10 ... ~TAGUE. Does your bill carry any provision for an 

embargo on sugar? 
1\Ir. HAUGEN. No. We have that under another act. 
1\Ir. KELLY of Pennsylvania. Will the gentleman yield? 
Mr. HAUGEN. Yes; certainly. ' 
1\Ir. KELLY of Pennsylvania. I would like to ask the gen

tleman· whether the Hou e amendment continuing the equali
zation board takes a way the zones. 

1\fr. HAUGEN. It doe . In that respect it is identical \lith 
the Senate bill. 

1\Ir. BANKHEAD. Will the gentleman yie-ld? 
1\Ir. HAUGEN. Ye . 
Mr. BANKHEAD. In view of the statement made by the 

chairman of the committee that the total amount of sugar in 
sight is only about 2,000,000 tons, the statement of the gentle
man from Kansas [Mr. CAMPBELL] that there are millions of 
tons on the wharves at New Orleans is a little inaccurate. 

1\Ir. CAMPBELL of Kansas. If I said tons, I meant pounds. 
1\lr. 1\fARTii~. If the gentleman from Iowa will yield, I 

want to say that there are not 5,000,000 pounds of sugar on the 
wharves at New Orleans. Some few months ago the British 
Royal Commission got the refiners to refine sugar for them, and 
it has since been shipped. There is no sugar there that has 
not been distributed. 

"1\Ir. Sl\.IITH of lllichigan. I wish the gentleman would ex
plain the discrepancy in the price of sugar in Louis:iana and irr 
Michigan. 

Mr. HAUGEN. I under tand the p-rice in Louisiana is 17 
to 18 centsJ and in 1\fichign.n about 10 cents per pound. Mr. 
Speaker, I re.serye the balance of my time. I will avail myself 
of the privilege to extend my remarks by inserting extracts 
from the report and hearings. 

The following is quoted from the Senate report on the bill: 
Agreeable to the provisions of the Food .Administration act, the 

President by proclamation in the summer of 1918 created the Sugar 
Equalization Board. Presumably for the purpose of elrecting freedom 
from personal liability, the members of the board on July 151 1918, 
filed articles of incorporation in the State of Delaware and ootained 
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n charter unde1· the name of United States Sugar Equalization noard, 
with authol'ized capital stock of $5,000,000. 

'l'he powers conferred upon the corporation are to purchase, or 
otherwise acquire, manufacture, sell, dispOSE} of, store, handle, and 
deal in raw and refined cane and beet sugar, Sirups, and molasses. 

'.fhe capital stock of this corporation was furnished by the Presid~nt 
out of his emergency funds, and he holds all the sha1·es of the cap1tal 
stock of the corporation. 

In the fall of 1018 the Sugar Equalization Board procured the 1919 
Cuban sugar crop in order to assure to the American consumer a 
regular supply of sugar at a reasonable price and arranged with the 
beet-sugar producers of the United States and Lo~isiana cane-sugar 
producers to take their product at a compensatory pnce. 

Of the supply of sugar purchased in Cuba, two-thirds was retained 
for our local requirements, and one-third went to the British Royal 
Commission for Great Britain, France, and Italy. 

The price paid for the Cuban raw sugar was $5.50 a hundred pounds 
at · the northern ports and $5.40 at the southern ports of Cuba. 
A"'reement was bad with the sugar refiners whereby sugar was refined 
at' the cost of $1.54 per hundred pounds, which allowed the sale of 
sugar on the part of the refiners at 9 cents a pound, less 38 cents per 
hundred pounds retained by the Sugar Equalization Board ~.order: to 
per·mit the equalization of prices and to cover cost to adm1mstraqon. 
~'he result of the functioning of this board brought about stable pnces 
to the consumer of 10 cents per pound and a fairly equitable distribu
tion of sugar throughout the United States until about July 1, 1919, 
whC'n a shortage wa observed in various parts of the United States, 
with a t endency on the part of some to exact from the consumer an 
unreasonable price. 

On July 29 of the present year Cuban sugar producers, tl;ll'ol!gh 
their accredited agents, made a written offer to the Sugar ~quahzatiOn 
Board to sell the Cuban crop of sugar for 1920 "at a price D?Oderate 
but compensating- to the producer and well within the economic reach 
of the consumer." . 

Following the receipt of this offer the Sugar Equalization Board gave 
thorough consideration to the propo. al of the Cuban growers, and on 
August 14 1919 addressed the President by letter and memorandum 
recommending th'at negotiations be entered into for the purpose of pro
curing the sugar crop of 1920. The act of the board, ho~ever, was not 
unanimous as Dr. F. W. Taussig submitted to the President a memo
randum sJ.,.gesting that no negotiations should be entered into with 
the Cuban "'pl'Oducers and that the regulation and restriction of sugar 
prices should cease with the close of the present arrangement Decem
ber 31. 

Aside from acknowledging the arrival of these mem~ran_da, no action 
was taken by the President so that the Sugar Equahzatwn Board on 
the 20th of September addl~essed another communication to the Chief 
El::ecutive statin"' that ''the time is fast approaching, if it has not 
arrived when w'e will be unable to control the Cuban crop of sugar 
for the' -vear 1919-20 unless action is taken at once." . 

This communication also contains the statement that a considerable 
tonnage of Cuban sugar had already been sold and that. the board 
felt that unless prompt action was taken the representatives of the 
Cuban p1·oducers would withdraw their proposit;ion. 0~ September 
22 the Executive Secretary acknowledged the receipt of this note. On 
t:Je same day the representatives of the C~ban cane suga~ pr<?ducet:s 
wrote to the chairman of the Sugar Eq~ahzation Board directmg his 
attention to their offer of July 29 to sell the Cuban crop of 1920 
and observed : 

"In the interval that has transpii·ed we have awaited your answer, 
confidently believing that the United States Gov.ernment would under
take the continued control of sugar, and every mterest concerned, es
pecially the American consumer, would experience t~e a~vantage of 
a stabilized market. Unfortur.ately the logic of the Situation bas not 
impressed the Government, nr in keeping with its. traditional policy
the war being over-it is thought best to periDit the market to be 
ruled bv the natural law of supply and demand. While we had hoped 
for a 'different conclusion as to the nego~iati<?ns put fon~ard by 
Cuba • • * we reluctantly accept the situatiOn now existmg and 
return the authority under which we are acting." 

On the day following the presid~nt of the Sug~r Equ~lization Board 
transmitted this letter to the President. N_o action havm~ be~n taken 
by the President conce1:ning these negoba..tions, the Situation . was 
called to the attention of the Senate by the JUniot• Senator of Ind~ana, 
Mr. NEW, through a resolution dated October 1, 1919. A subCOJ?mittee 
of the Committee on Agriculture and Forestry commenced hearmgs on 
this resolution on October 3 and U~erea.fter a b~ll was introduce.d 
into the Senn te authorizing the President to acqmre ra~. sugars, If 
the same could be bad ~t a reaso:.J~ble pric~, and to prohibit exporta
tion of sugar and to license the Importation, manufac.ture, storage, 
sale, and di tribution of sugar durmg the year endmg December 
31, 1020. 

The following is quoted from the House report on the bill: 
section 5, food-control act, of August 10, 1917, gives the. Pr~ident 

authority to license the import, . manufacture, .storag~,-, or d1stn!>~t!on 
of foods including sugar. Section 10 authonzed him to reqmsihon 
foods h~nce the administration, under the food-control and other acts, 
had, ~nd &till bas, the authority and funds to buy an.d sell sugar, . to 
license the dealers therein, and thus regulate the price and provide 
an adequate supply. It is unnecessary ~o set ont that had fa~oraple 
action been taken upon the recommendation of tb~ Sugar Equalization 
Roard of August 14, 1919, to the President; or Its urg~t appeal of 
September 20, calling attention to th~ fact that the time was fast 
approaching, if it had not already arnved, when we would be unable 
to control the Cuban crop of 1920, and that unless prompt action 
was taken the reprP entative of the Cuban pr~ducers would withdraw 
their proposition, which was done ; or had acbon been tak~n on these 
ne.,.otiations when the Cuban producers' letter was transmitted to the 
Pr~sident the unfortunate circumstances with which we are now 
confronted would have been averted. Though that opportunity has 
passed even now, if advantage is taken of the law, it is believed 
that the situation can be relieved to a large extent. . 

In view of the failure to take advantage of the opportumty, the 
inconvenience incurred to the public by the shortage of sugar and 
the hardship certain to follow, the continuation of the Sugar Equaliza
tion Board and the extension of sections 5 and 10 of the food-control 
act in so far as they relate to sugar, seems essential. Your com
mittee has seen fit to amend the bill by extend ing sections 5 and 
10 of the food-control .act, in so .far as they. relate to. sugar, no.t
withstanding the provisiOns of section 24 of sa1d act, which reads ID 
part. 

. 
In support of the committee amendment, the following are quoted 

(a telegram from the chairman of the United States Sugar Equaliza
tion Board) : 
" Hon. G. N. HAUGEN, 

"Ohai1·man House Oommittee o1t Ag1·icult·ure, Washington, D. 0.: 
" Replying your wire 13th, the United States Sugar Equalization 

Board is unanimously of the opinion that without the powers of 
Ilcensing, embargo, and distribution control, its continuation could 
not serve any useful purpose, and these powers the McNary bill fails to 
provide. Furthermore, the time has gone by when a considerable 
portion of the 1920 Cuban crop can be purchased at a reasonable price. 
The Equalization Board was a war measure, dealing only with last 
year's crop, and this has an been distributed. It has no control over 
domestic sngars now available in fair volume nor new Cuban sugars, 
which are now beginning to move. 

"(Signed) GEO. A. ZABRISKIE." 
Extracts from the statement of Mr. William A.. Glasgow, generai 

counsel Sugar Equalization Board, New York, made before the Com
mittee on Agriculture and Forestry, United States Senate, Sixty-sixth 
Congress, first session, during the hearings on the sugar shortage : 

Page 96 Mr. Glasgow states : 
"You 'have asked me to prepare a bill setting forth certain powers, 

as we thought it necessary for that board to have if Congress thought 
it was proper to purchase the Cuban crop of sugar next year. I 
prepared that bill and forwarded it to you, as, in our judgment, what 
was necessary in case you should determine it was desirable to pur
chase that crop. We are not pressing that bill before Congress or 
before this committee. 

"I do say, Mr. Chairman, on behalf of that board, that the powers 
in that bill are absolutely necessary to have, in our judgment, if you 
should decide to purchase the Cuban crop." 

Page 97, further: 
"Mr. GLASGOW. I can see nothing, Mr. Chairman, nor can the 

board see anything that can be accomplished by it in the purchase 
of the Cuban crop, if the sole :function of the sugar board is to go 
there and buy it and feed it out to the refiners and they feed it out 
in return to the middlemen, and they feed it out in turn to the dPal
ers for speculation in the United States. Why not? In our judg
ment it is better to let the speculation begin with the refiners, pur
chasing from Cuba, and there is no occasion whatever for the sugar 
board to intervene and purchase the sugar crop in Cuba and give 
it to the refiners and feed it to them in the proportions which may 
be agreed upon for them to take and speculate on-some of them 
perhaps might-or the men they sell to to speculate upon and the 
American consumer pay the bill of the speculation. If Congre!; · 
thinks it is all right to let the thing go along, it is entirely sati -
factory to us. But our position is that there is no useful function 
for the Sugar Equaluation Board to accomplish unless it is for us 
to try to fix upon a fair and reasonable price for the purchase of 
the raw, and a fair and reasonable price for the refining. and a fair 
and reasonable price of margin to the dealer and get the sugar to 
the consumer at a reasonable price, outside of speculation, an<l a 
uniform price throughout the United States. 

" Do I make it clear now, Mr. Chairman, as far as the license fea
ture is concerned?" 

Page 99: 
" Mr. GLASGOW. I understand. Our position is certainly clear. 

and I want it to be made clear if I can, that if you gentlemen deter
mine that we ought to buy this crop, give us the powers that are 
absolutely essential to carry it out; if you determine it is undesir
able to buy this crop, then do not make the purchase and let the 
refiners buy if they can in the markets upon terms. 

"Senator McNARY. Upon tbat point-and I think it very vital-if 
Congress simply authorized the Sugar Equalization Boar<l, and gave 
it the power to acquire the balance of the Cuban crop, you would not 
desire to :function unless you had the power of license and the power 
of placing embargoes? 

"Mr. Gr.Ascow. Absolutely. We have to control t he refiners in the 
United States in order to accomplish any good by the purchase of 
that crop. 

" Senator McNARY. You have operated the last two yC"ars under a 
license system, have you not? 

" Mr. GLASGOW. Oh, yes. We can not keep the refine1·s together 
unless we have the control. 

" Senator McNARY. Has anybody complained of hardness of your 
control? 

"Mr. GLASGOW. No, sir." 
Page 164: 
"Mr. GLASGOW. We have tried it under the fair price list. w~icil. 

has not been satisfactory at all. Let me ask one other question ; 
Would not your suggestion carry with it the necessity of having 
money enough to buy all of tbis sugar? 

" Let me say one other word, I do not want the license system ~ 
I am just as opposecl to it as you are on every basL.<;, but from prac
tical experience in this matter I do not see anything but failure 
ahead of this equalization board without the powers; and we ask 
simply that unless we are given the powers, that Congress do not put 
the burden on this board to try to do it." 

1\fr. CANDLER. 1\fr. Speaker, I yield to the gentJeman from 
Louisiana [1\Ir. l\1ARTIN] 10 minutes. 

Mr. l\IARTIN. l\fr. Speaker, this bill is not only unneces<::ary, 
but its agitation before Congress for the pa. t three months will 
be responsible for the high price of sugar that will prevail next 
year. 

I say it is unnecessary because it does not give the Pre ident 
or the United States Sugar Equalization Board any more 
powers than they had in July of this year or than they have now. 

The United States Sugar Equalization Board originated with 
the Food Administration and it was incorporated, with the 
President as the sole and only stockholder, for the purpose of 
buying the Cuban crop and controlling the sugar market during 
the year. 

All of the powers of the board are derived from the Lever 
Act, and this act is still in full force and effect to-day. In July 
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of the present year the Cuban sugar producers wrote the equal
ization board that they were again prepared to sell this Gov
ernment their entire Cuban crop if this Government desired to 
purchase it. 

The b93.rd held a meeting and on August 14 addressed a 
letter to tbe President inclosing the Cuban offer nnd recom
mending that the Cuban crop be purchased. 1\Ir. Taussig, a 
member of the equalization board, dissented from the views ·of 
a majority of the board, in a separate memorandum, recom
mending that governmental control should be relinquished, and 
stating that if the price of sugar was to be specifically con
trolled, so should that of bread, meat, and clothing. 

The Secretary to the President acknowledged receipt of these 
communications, stating that they would be brought to the 
attention of the President. 

On September 20 the equalization board again wrote to the 
President directing his attention to their first communication 
and stating that unless action was taken at once they would 
be unable to purchase the Cuban crop. 

Receipt of this letter was also acknowledged by the Secre
tary to the President, but no action was taken by the Presi
dent himself. On September 22 the Cuban producers withdrew 
their offer to sell, and on the following day the board wrote 
the President, stating that the situation was out of hand and 
that he had, therefore, advised the American sugar refineries 
as to conditions so that they might purchase raw sugars as 
per prewar times. 

I think it follows from this statement of facts either tlla.t 
the matter was not laid before the President or that if it was 
he took the advice of Prof. Taussig. 

Some definite action with respect to the Cuban crop should 
have been taken at that time, because the Cubans ·were then 
willing to sell their sugars at from 6! to 7 cents per pound, 
and not only could the equalization board have purchased the 
crop at those figures, but the refiners could have purchased it 
at the same figures had they known what the policy of the 
Government would be. 

The refiners would have entered the Cuban market after they 
had been notified by the equalization board on September 20 
that they were at liberty to do so, if the agitatiorr in Congress 
had not immediately followed. 

On October 3 the agricultural committee of the Senate began 
its hearings on the New resolution, which was introduced on 
September 27 and which resulted in the McNary bill. It this 
bill had not been introduced, the sugar refiners of this country 
could and would have purchased the Cuban ·crop at the same 
figure as could the equalization board, but with this bill 
pending, the refiners kept out of the market, waiting to see what 
the policy of this Government would be. ·while the refiners 
kept out of the market, foreign Governments did not, and as a 
consequence the price of Cuban sugar has been going up, until 
now it is doubtful whether the Cuban crop can be purchased 
at 10 cents per pound. 

But, 1\fr. Speaker, the fact that this Government may ha-ve 
adopted a vacillating policy with reference to the Cuban crop 
is no good reason why a penalty should be visited Dn the domes
tic producers of sugar. It is no reason why they should be 
selected as the one industry in thi3 country that should be 
controlled and placed under license. It is no reason why it 
should be selected as the one and only farm product that dur
ing the coming year will not have a free and open market 
· The sugar producers of this country have never objected 

to the purchase of the Cuban crop, but on the contrnry they 
have urged it, and yet because this Government failoc to pur
chase the Cuban crop or to give the refine1·s of this country 
a free hand to purchase it you now say under the provisions 
of this bill that you propose to handicap, embarrass, and dis
eourage the domestic producers. I do not believe th;lt this 
Congress appreciates what this license feature means. 

It means that a pound of sugar can not be produced in this 
country until the producer has first obtained a license from 
the equalization board. It means that after he has made it it 
must lie up in some warehouse until he has been told by the 
board to whom he can sell it or ship it. It means that the 
man who makes sirup and mola.sses on his farm, whether 
from cane or sorghum, must likewise secure a license· before 
he makes it or ships and disposes of it. It means that after 
it leaves the hands of the producers and goes into the hands 
of the wholesaler that he too must secure a license r.nd that 
he must dispose of it according to instructions from the equali
zation board. 

1\lr. Speaker, the licensing feature in this bill is entirely 
unnecessary. If it is not too late, the Cuban crop should be 
purchased, refined in this country, and distribut~d to the con
sumers at the lowest possible figure. This can be done with-

out in any way interfering, tampering with, or discouraging 
the dome.stic ind~try. · 

The pr1ce of Cuban sugars has always controlled the market 
in this country, and the purchase of the Cuban crop either by 
_the Go\"ernment or by the refineries will fix the price of sugar 
in the United States and at the same time guarantee an ade
quate supply of sugar to the American people. 

Tons. 
The Cuban crop for 1920 is estimated aL---------------- 4, 500, 000 
The local consumption in Cuba amounts to____________ ___ 150, 000 

Thru; leaving for export_ _________________________ 4, 350, 000 
Mr. Za~ris~ie, the president of the Uniteu States Sugar 

Equalization Board, stated before the Senate cc;mmitt~ 
that about one-fourth of this crop hall been sold partly to 
European countries and in part to American refiners · de-ducting thi~S one-fourth __________________________ : ___ 1, 087, uOO 

We have in Cuba, still remaining for export_ ____________ 3, 2G2, uOO 
The Gove.rnment estimates of the dome!iltic sugar crop of the United 

States nnd 1ts possessions :ue as follows: 
Short tons . 

.Deet crop, United States------------------------------- 953 000 
trOUiSi~na Cl!.De crOD----------------------------------- 138: 000 

awaua,n cane crOP----------------------------------- 000,000 
Porto Rican can.e CIOi>-------------------------------- 300, 000 

Total _________________________ _ 

Reduced to long tons this domestic crop wouid-be========== 
Adding Cuban crop, now available for purchase and export_ 

Leaves a total for distribution in thifl country oL ________ _ 
(To this may be added 1mch portion of the Cub:tn crop ns 

hu.s already be.en pm·chased b,Y refiners in this country, anu 
also ~uch portwn of the Phlllpplne crop as may be brought 
to th1s country.) 

1,991,000 
1,777,700 
3,262,500 

5, 0-fO, 200 

The estimated consumption of sugar- in this country for the 
current :rear amounts to about------------------------ 4, 200, 000 

Thus leavln,; a surplU3 oL____________________________ 780, 200 

By the mere purchase, therefore, of the remaining unsold por
tion of the Cuban crop, either by the refineries or by the United 
States Sugar Equalization Board. this country will have an ade
quate supply of sugar and the Cuban price will control in our 
markets as it has always done. 

The present scarcity of sugar is only temporary. It "as 
brought about by the_ longshoremen strike, which tied up more 
than J 00,000 tons of sugar in the Atlantic ports and put out 
of commission many ships engaged in this trade. This cuused 
our refineries to shut down for seYeral weeks because of the 
want of raw material. 

This strike has been settled, the seaboard refineries are now 
running day un'd night, and, besides, the domestic beet sugars 
are now being placed upon the market. . 

The Cuban crop begins to move about January 1, and it is only 
a question of a week or 10 days when this country will have an 
ample supply of sugar, and the present famine will be relieved. 

:Mr. Speaker, if this great war has taught one lesson that 
the American people should take to heart it is that it is only 
b~ the encouragement of our own industries that we can ever 
hope to become independent of the world. 

It is but poor en'couragement to the cane and beet producers 
of this country to say to them; "You can raise cane and beets 
b_ut before you can com·ert it into sugar you must first get d. 
license from the Go\"ernment. And after you have made it 
into sugar you can not dispose of it as you see fit, but you must 
dispose of it in such manner as may be directed by a board, 
known ns the United States Sugar Equalization Board. This 
board \Vill tell you not only when, Where, and tO WhOm this 
sugar hall be shipped, but it will nlso relieve you of the trouble 
of fixing a price on your sugar. You shall sell your sugar in 
such manner and for such _price as the equalization board may 
determine. and if you make any money well and good, but if 
you lose money and go bankrupt, well, we are sorry, but Uncle 
Sam has himself gone into the wholesale sugar business, and 
he will not stand fo1· competition.,. i 

This policy of the Government will not tend to encourage 
and increase the production of sugar in this country, but will 
tend to demoralize the industry. i 

The Cubans, who by the \Yay are not under I!cense, will be 
glad to dispose of their crop in bulk and at a fair price, and the 
seaboard refiners will be glad to refine these sugars at 2 cents 
a pound as against 0.6 of a cent a pound before the war. 1 

But the domestic producer is told that he is now put in the 
class with distillers of wl1i ky. and he must now secure a license 
before he can even enO'age in the manufacture of sugar, sirup, 
or molasses. 1 

Mr. Speaker, there was some excuse for control during the ' 
war, but this excuse no longer exists, and I can not believ~~ 
that this Congress is prepared to. single out one great inclustrYj 
in this country for go\ernmental control. 

To do this is unfair, unjust, nnd un-American. [ ... \pplause,l 
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~Jr. Sl\1ITH of Michigan. I "ish the gentleman would state 
what the reason is for the discrepancy in the price of sugar in 
Louisiana and the State of Michigan. 

Mr. l\1ARTIN. If the gentleman will give me time I will 
try and make it clear. · The situation in Louisiana is this: 
Our normal crop is 300,000 tons. This year we will make less 
than 100,000 tons. In other words, we have about 25 per cent 
of a normal crop. Just at the time that this crop came upon 
the market there was a shortage of sugar in this country, a 
great scarcity, brought about by the longshoremen's strike, 3t1d 

·when we began to harvest our crop people from all sections of 
the country rushed to Louisiana to buy sugar. They were will
ing to buy it at any price that we fixed. We had but to name 
the price. Many of them were offered 25 to 27 cents a pound 
for their sugar. This matter was brought to the attention of 
tile Attorney General, and he wrote to the United States 
District Attorney in New Orleans that if any one attempted 
to sell sugar at any such price he should be prosecuted for 
profiteering. 

The SPEAKER. The time of the gentleman from Louisiana 
has again expired. 

Mr. SNELL. 1\lr. Speaker, I ask unanimous consent to have 
the time for the discussion of this sugar proposition extended 
10 minutes on a side. It is one of the most important ques
tions that has come before us, and I think we should have time 
to get information in respect to it. 

The SPEA..h.'""ER. The gentleman from New York asks unani
mous consent that the time for debate be extended 10 minutes 
on each side. Is there objection? 

Mr. \VINGO. Mr. Speaker, reserving the right to object, 10 
minutes is not enough. l\Iost of the l\Iembers of the House 
are in just the position that I am. They have conflicting re
ports in respect to the matter, and I think the House ought 
not to act hurriedly. I hope the gentleman from New York 
will make his request 20 minutes on a side. 

l\Ir. SNELL. Then, l\lr. Speaker, I renew my request and 
made it 20 minutes on a side. 

The GPEAKER. The gentleman from New York asks unani
mous consent that the time for debate be extended 20 minutes 
on a side. Is there objection? 

l\Ir. GARD. l\Ir. Speaker. is there any request for time on 
either side to take up this additional time? 

Mr. CANDLER. l\Ir. S11eaker, I have requests for additional 
time. 

The SPE-illER. Is there objection? [After a pause.] The 
Chair hears none. The gentleman from Iowa has 28 minutes 
remaining and the gentleman from Mississippi has 28 minutes 
remaining. 

l\I.r. SNELL. Mr. Speaker, will the gentleman from Louisi
ana yield for a question? 

The SPEAKER The gentleman from Mississippi has con
. trol of the time, not the gentleman from Louisiana. 

l\lr. CANDLER. l\lr. Speaker, I yield the gentleman from 
Louisiana three minutes more. 

l\lr. HAUGEN. l\lr. Speaker, I yield the gentleman three 
minutes. 

l\.{r. SNELL. l\lr. Speaker, will the gentleman yield now? 
· l\lr. l\IAUTIN. The gentleman from Michigan [l\lr. SMITH] 
asked me a question, and I want to answer that. As I was 
stating when I was interrupted, this situation was brought to 
the attention of the Attorney General. He, in turn, instructed 
the United States district attorney of New Orleans that if any 
one attempted to sell sugar at any such price he should be 
prosecuted as a profiteer, or rather he should be called before 
him and made to explain why he had sold sugar at any such 
figure, and if the explanation was not satisfactory he should 
be prosecuted. The two United States Senators from Louisiana 
and myself heard of this and we went down to see the Attorney 
Ge.neral. We asked him if this report was true and he stated 
it was. He showed us the letter that he had addressed to the 
United States district attorney. We protested, first, because 
under the LeYer Act all farm products were exempt, and we 

· belieYed that sugar was a farm product. The United States 
Attorney General stated that he did not agree 'Yith us; that 

, he thought that sugar was a manufactured product. I believe 
hi ruling to be erroneous, but we further said to him that " even 
ndmitting what you say is true, that we are manufacturers 
nntl not fa rmers , th .:m you can not convict anyone in Louisiana 
for the simple rea on that a man who sells his sugar for 25 
cents a pound, with only 25 per cent of a crop, can not make 

' any money, and if he makes no profit he can not be prosecuted 
for profiteering." The Attorney General saw the force of this 
argument, but stated that in view of the fact that he was re
£eiving so many protests from the Southern States against this 

price of · sugar he felt he had to take some action in order to 
get the price of sugar reduced in Louisiana. 

l\Ir. SNELL. Mr. Speaker, will the gentleman yield now? 
1\Ir. MARTIN. I have not yet gotten through with this 

answer. I shall be glad to yield when I am thi-ough. It was 
then· suggested that as he had a United States district attorney 
in New Orleans, who lived near the sugar district, that that 
United States district attorney and the producers in that State 
should get together and make some agreement whereby there 
would not be any charge of profiteering in Louisiana in respect 
to the sale of sugar. That was clone. The United States dis
trict attorney met with the sugar producers of Louisiana. The 
producers laid the facts before him. He bad the assistance of 
two ex-Senators from Louisiana. The producers showed llim 
the size of the crop and what it had cost them to produce it, 
and after going over all of the facts and figures they came to 
the conclusion that any man in the State of Louisiana who sold 
sugar at a price not exceeding 17 cents a pound would not be 
profiteering, and that .a great majority of them at that price 
would lose money. The sugar producers of Louisiana then vol
untarily agreed that they would not sell any sugar in that 
State at more than 17 cents a pound for clarifi.eu sugar and 18 
cents a pound for refined sugar. 

·The district attorney stated that if they did not he was go
ing to call them before him to show cause why they should not 
be held as profiteers. 

l\lr. SMITH of l\Iichigan. \Vas there anything said in the 
consideration of the sugar question about the low price in 
l\Iichigan as to how it happened they could sell in Michigan at 
7 and 8 cents where it was selling, say, in Louisiana at 17 
cents? 

Mr. l\IA.RTIN. I do not know, but I am informed that at 
10 or 11 cents in Michigan you are making more money than at 
17 in Louisiana. because we are not making any. 

1\Ir. DUPRE. In Yiew of that fact, is it not a fact that a 
great many sugar producers have b een elling a large part 
of their crop at less than that? 

1\Ir. MARTIN. Yes. 
l\lr. DUPRE. Does not the gentleman know some ha ye been 

doing that? 
l\Ir. l\IARTI~. Yes; I have sold some myself. 
l\Ir. SNELL. Will the gentleman yield? 
l\lr. l\IARTIN. I will. 
Mr. SNELL. I understood the gentleman in his remarks 

to say as one of the reasons why they did not want this exten
sion granted that about the first of January there would be 
plenty of sugar for all. What facts has the gentleman to place 
before the House to substantiate that statement'! That is the 
thing we are specially interested in. 

Mr. l\IARTIN. I will give them to the gentleman. 
l\Ir. DALLINGER. While the gentleman is waiting for his 

figures may I ask him this question? I would like to ask the 
gentleman from Louisiana whether or not he is in favor of 
so much of this bill, that part of this bill down to the provi ·o 
on page 5 which I understan<l authorizes the purchase of thi ' 
Cuban crop? 

l\fr. :MARTIN. Yes, I am. I have no objection, and I stated 
in my remarks that I have no objection. 

Mr. DALLINGER. If the gentleman will yield for a further 
question. With the licensing provision embodied in section 5 
of the Food Control Act reenacted in this bill as proposed by 
the House Committee on Agriculture, whether or not that 
would not give the Sugar Equalization Board and the Presi
dent the right to control exports of refined sugar from the 
United States? · 

Mr. MARTIN. Yes. 
Mr. LONGWORTH. Will the gentleman yield for a brief 

question? 
1\Ir. l\fARTIN. I will. 
1\Ir. LONGWORTH. If I understood the gentleman correctly 

he said the price of sugar in Louisiana was regulated by the 
price of sugar in Cuba? 

1\fr. MARTIN. I said the price of sugar all over the coun
try was regulated by the Cuban price. 

l\fr. LONGWORTH. Then what difference would the volume 
of the production in Louisiana have one way or the other? 

l\fr. 1\.IARTIN. It has very little. 
l\Ir. LONGWORTH. The gentleman sp aks--
The SPEAKER. The time of the gent1eman has expiretl. 
Mr. MARTIN. I ask permission to revise and extend my 

remarks. 
The SPEAl~En. Is there objection to the reques t of the 

gentleman from Louisiana? [After a pau e.] The Chair hears 
none. 
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l\lr. CANDLER. I yield five minutes to the gentleman from 

Missouri [l\lr. RUBEY]. 
:3lr. R UBEY. l\lr. Speaker, in the five minutes allotted to me I 

m1nt to call the attention of the House to the Senate bill and 
to the amendments offered to that bill by the Committee on 
Agriculture, and I will say that this is a unanimous report 
from our committee. There was no division in the committee 
in reO'ard to this bill. We felt that it ought to be passed. This 
bill i; Senate bill 3284, and if the Members of the House have not 
copies of this bill, if you will look on page 359 of the RECORD 
of December 10 you will find the bill set out, with the excep
tion that an amendment was adopted in the Senate that is not 
there printed. Now, the first amendment, and the main one, by 
the Committee on Agriculture is found on page 2 of the Senate 
bill wherein the Senate repeals the provision of the food-control 
bill, pro\iding for the licensing feature. Now, here is the· differ
ence beh\een the House committee and the Senate in regard to 
this bill: 'l'lle Senate ga-ve authority to the Sugar Equalization 
Board to buy the Cuban sugar ; it then repeals the licensing 
feature and does not give the Sugar Equalization Board the 
authority and the right to control the sugar after it has been 
purchased. The Committee on AgTiculture felt that the con!rol 
of the suO'ar should remain in the bands of this Sugar Equaliza
tion Boa~cl and therefore they not only struck out the pro\i
sions repe~ling the licensing feature, but they reinserte~ it 
affirmati-vely in the bill and provided that the Sugar Equaliza
tion Board should use the licensing feature of the food-control 
act during the life of this act. The object of that is simply. thi~: 
If we go to Cuba and buy 3,000,000 tons of sugar and brmg It 
into the United States and sell it through the refineries and the 
wholesale dealers and do not in some way control them in the 
price that they shall make to the retailers and the retailers to 
the consumers, why, the price of sugar will go sky-high. ~Ve 
are simply bringing in here 3,000,000 tons of sugar upon which 
the dealers in sugar throughout the country can profiteer for 
the next 9 or 10 months. Now, then, we felt that with this 
provision in the bill and this safeguard thrown around it, that 
we can afford to authorize the Sugar Equalization Board to 
purchase this sugar. 

Now, again: \Ve retain in the bill the Senate provision whi~h 
says that the provisions of this act shall expire as to domestic 
sugar on Septemb~r 30, 1920 . . That is left in the bill. We 
leave in the Senate bill the last provision of the bill relating to 
the doing away with the zone system. That is prohibited, 
and in that regard the House committee and the Senate are in 
full accord. . 

So those are the provisions, l\Ir. Speaker, of the bill as it is 
presented here to the House this afternoon for consideration. 

Mr. WELLING. Will the gentleman yield. for a question? 
Mr. RUBEY. I will. 
l\lr. WELLING. I came in since the discussion began. I 

'vould like to know if it is true that the Department of Justice 
has authorized the sale of the Louisiana crop at a price of from 
17 to 25 cents a pound? 

The SPEAKER. The time of the gentleman from l\lissouri 
lws expired. 

Mr. RUBEY. That has already been explained on the floor 
of the House, I will say to the gentleman. 

l\Ir. HAUGEN. l\lr. Chairman, I yield to the gentleman from 
Michigan [Mr. McLADGHLI J eight minutes. 

l\1r. McLAUGHLIN of Michigan. l\lr. Speaker, I shall say 
little, if anything, in regard to the sugar situation in the country. 
I think it is pretty well understood, and I belie>e every{1ne pres
ent realizes that something should be done respecting it. 

As far as I am concerned, and as far as I know the opinions 
of others, what we are offering by this bill does not promise very 
much, because we are really offering nothing that is not now 
statute law. We are gi-ving the President no authority that he 
has not had for more than two years; the authority he has had 
un<ler the act of August 10, 1917. This bill, l\tr. Speaker, is 
simply a suggestion to the President, a sort of polite request to 
him, to exercise the authority which up to this time he lws failed 
to exercise. The bill rends : 

The President is authorized to continue. 

The Senate bill, as it was drafted, had the wor<l "directed"
That the President is authorized and directed. 
The word "dil·ected" wns stricken out. I understand the 

President of the United States is never "directed" to do any
thing. He is "authorized" and "permitted" to do so-and-so, 
as Congress may determine or wish to suggest. 

Now, as the gentleman from Iowa [Mr. HAUGEN] and the gen
tleman from l\li souri [l\lr. RUBEY] have said, this bill is like the 
Senate bill, with one exception. The first portion of it is a sug
gestion to the President that he act; that he use the authority, 

which up to this time he has failed to use, to put into action the 
Sugar Equalization Board, that it may purchase sugar and dis
tribute it throughout the country. The bill before us, offered by 
the House committee, differs from the Senate in this, that the 
Senate bill has a provision which refuses permission to the 
President to exercise the power carried in section 5 of the food
control act. That is the section which carries the licensing 
provisions. 

If the bill should pass as it carne from the Senate, and the 
President should assume to act under the rest of the bill, he 
would not be able . to use or permit the Sugar Equalization 
Board to use the licensing feature of the food-conb·ol act. The 
House committee believes that if anything is to be accomplished 
under this bill; if the President should finally, ultimately, 
some day be induced to act, little, if anything, can be clone unless 
he be permitted to im:oke the power conferred upon him by sec
tion 5, to license the manufactur..,rs, dealers, and dish·ioutors 
of sugar. · 

l\lr. LUCE. 1\lr. Speaker--
1\lr. McLAUGHLIN of Michigan. Pardon me until I finish 

my statement. We believe that any good work that can pos
sibly be clone must be done under the licensing feature. And 
the Committee on Agriculture recommends that it not only shall 
not be repealed, as the Senate bill provides, but that its life 
shall be extended, tl1at the section shall not be permitted to die 
with the proclamation of peace. Our bill extends the life of the 
section to December 31, 1920. 

Mr. LUCE. I ha>e in my hand the annual report of the 
American Sugar Refining Co. for 1918, in which the statement 
is made in effect that the licensing feature of this board in 1918 
did not reduce the consumption of sugar. The only effect, so 
far as it appears, w·as to produce great hardship in certain 
parts of the country, and increase consumption in other parts 
of the country that had not previously consumed the maximum. 
'Vill the gentleman point out where the continuance of the life 
of this board will result in anything else except the repetition 
of the hardship and injury caused by the existence of the board 
for two years? 

l\lr. McLAUGHLI:N of Michigan. I think with the existing 
and threatened shortage of sugar, and the fact thaf in one part 
of the country the price of 9 cents a pound prevails, in another 
part lot cents, and in still another part 17 cents, there shoultl 
be some authority in the equalization boar{] to control the sugar 
business even to the extent of controlling prices, as it will be 
able to do un<ler the licensing system. · 

The members of the equalization board have eviclently 
changed their minds since making the report from ''~h~ch the 
gentleman from Massachusetts quotes, because they told the 
Senate committee that this act would be of no value unless they 
were permitte<l to work under the licensing section of the food
control act, and the chairman of the Committee on Agriculture 
of the House received a telegram from the president or chair
man of the equalization board telling him that the passage of 
this bill would produce little, if any, good unless the board were 
permitted to operate under section 5 of the food-conb·ol act. 

Mr. S~TELL. Mr. Speaker, will the gentleman yield for just 
a question? 

Mr. l\lcLAUGHLIN of ~lichigan. In just a moment. This 
amendment of the Committee on Agriculture of the House 
would extend also the life of section 10 of the food-control act, 
which is the commandeering section, by which the Presi<lent of 
the United States in an emergency is permitted to commantleer 
sugar and other food products and to provide for their disbibu
tion. We think it is proper to continue that and not let it <lie 
with the proclamation of peace, which may come before the 
31st of December, 1920. 

1\lr. Speaker, we have put these amendments into the bill so 
that the power of the present law, the teeth of the present law, 
may be retained to gi>e the President and the equalization 
board all possible authority, or in this way urge upon their 
attention that they have this authority, so that there will be 
no excuse in the future for the inaction that tl1ey have been 
guilty of up to tlus time. They have been talking about lack of 
authority. They have come before Congress and asked for 
something that they already have. We are giving them all they 
asl{ for, and more, so that if nothing is done the fault will lie 
with them and not with us. 

As I say, I do not look for every much good to come of this be
cause of the failure and refusal of the administration to act up 
to this time. But \Ve are by this bill practically reenacting a 
statute which has been on the books for more than two years, 
giving them and continuing to them all the power they ask, and 
more, and if nothing is done from this time on, the fault will 
not lie with Congress. [Applause.] 
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1\Ir. LONGWORTH. 1\Ir. Speaker, will the gentleman yield? 
Mr.. McLAUGHLIN of Michigan. Yes. 
1Ur. LONGWORTH. It is the opinion of the gentleman and 

his committee that if the President does have large powers 
under this net the price of sugar will not be unduly enhanced? 

Mr. 1\IcLAUGHLI~ of Michigan. It gives the President, 
under the Sugar Equalization Board, authority to control the 
manufacture, distribution, and use of sugar, and under that 
power. the prices can be controlled. If a license is issued, it can 
contain an kinds of conditions, to the effect that the sugar will 
be sold in such .and such a way, in such and such quantity~ for 
such and such prices. Under that power, if it is exercised, the 
price can be controlled. 

1\Ir. SMITH of 1\Iichigan. They have that . authority to-day. 
'l"'he SPEAKER. The time of the gentleman from Michigan 

has expired. 
Mr. HAUGF1.~. 1\Ir. Speaker, I yield four minutes to the 

gentleman from Kansas [Mr. TINCHER]. 
The SPEAKER. The gentleman from Kansas is recognized 

for four minutes. 
.Mr. TINCHER. 1\Ir. Speaker and gentlemen of the House, I 

think this bill should pass, although it only accomplishes one 
thing, and that would be to bring about the purchase by this 
board of the Cuban sugar. 

Last August seven members of this board out of eight began 
to persist with the President in the attempt to procure his 
authority to purchase the Cuban sugar. But, true to form, the 
President listened to one member out of eight-he evidently did; 
and, in another way true to form, he has pursued the " watchful
waiting" policy to such an extent that he has not to-day an
swered the request o:f the seven members of the Sugar Board. 
If any board up to that time had deserved the gratitude of the 
people of the United States for the way they had handled the 
war measures, in my judgment it was the Sugar Board. Every
body knows that there had not been an increase in the price of 
sugar up to that date, as there had been on other articles, and 
the board had accumulated $30,000,000 in the Treasury and had 
not worked a hardship on anyone. 

:Mr. Speaker, I want in this brief time .to answer one other 
proposition that has been advanced here, so that no Member 
will misunderstand. The Department of Justice has no au~ 
thority to iix the price of sugar anywhere. The Department of 
Ju tice under the food-control law had the authority, and it was 
its duty, to prosecute profiteering, and there is nothing unusual 
and nothing strange about the "fact that the Attorney General 
of the United States has said to the people of Louisiana who 
produee sugar, "Y(}TI can c-harge 17 cents and not be profiteers," 
and at the ·arne time has said to the people of Kansas who pro
duce sugar, " You ·ean charge only 11 cents, and if you charge 
IllOTe YOU \till be profiteers." 

I say there is nothing strange in the administration's attitude 
on that question. But this committee is inserting the lieense 
clause in the bill, so that the board, if perrnitteti to function, 
cnn go ahead and conh·ol the price -of sugar fairly and equitably 
in the United States, and will not have ·to be dependent on 
the Department of Justice to prosecute p-rofiteers in order to 
control the pric-e of sugar. I want to say to the membership of 
this House that in every instance where we have depended upon 
the Department of Justice to control prices by enforcing the 
·antiprofiteering law it has been an absolute failure. I beg 
of you to pass this bill as the committee reported it to you. 
[Applause.] 

1\lr. LAZARO. Will the gentleman yield for a question? 
Mr. TIKCHER. I would yield, but my time has .expired. 
Mr. HAUGEN. I yield one minute to the gentleman from 

New York [Mr. S~~.] 
Mr. SNELL. Mr. Speaker, what I am interested to find out 

with regard to this licensing system is this : As I understanu, 
you are going to extend the present licensing system. Under 
that system the man who wants to go to the corner grocery 
and buy mo or three pounds of sugar for his family can not get 
it, 'because the grocer can not buy it and sell it at the price 
that the committee say he must pay; but the manufacturer 
ean go into the field and buy any number of tons to manufacture 
candy or something else. What I want to have put into this law 
is something that will protect the family and the domestic use 
of .sugar. 

Mr. HAUGEN. The board has the power now. The fact that 
it has not exercised it is up to the board, of course. 

Mr. LAZARO. Will the gentleman yield for a question? 
Mr. HAUGEl~. All my time is allotted. I yield three min

ute to the gentleman from Massachusetts [Mr. DALLINGEB]. 
Mr. MADDEN. Mr. Speaker, will the gentleman from Massa

chu etts [Mr. DAI..r.IXGER] yield to nw for a question? 
Mr. DALLINGER. I have only three minutes. 

Mr. MADDlfu.'{. I will not take over -a half a mimrtc. 
Mr. DALLINGER. What is the gentleman's question? 
l\Ir . .MADDEN. Does the gentleman belieYe we ought to 

license the people who have to deal in sugar? 
l\Ir. DALLINGER. I will explain that. 
l\Ir. MADDEN. I want to ay that I do not, and I think 

it is the most iniquitous thing that we could undertake to do. 
Mr. DALLINGER. On October 16 I introduced a bill (H. ll. 

~76) to prohibit the -exportation of sugar from the Unitell 
States or from any place subject to its jurisdiction for the 
period of six months. This bill, which was designed to meet an 
emergency, was 'l'eferred to the Committee "()n Inter tate and 
Foreign Commerce. The first hearing on the bill was to-day, 
and the further consideration of this and other sugar bills was 
continued -until Friday, so that apparently nothing will be done 
be-fqre the Christmas recess in the way of compulsory legislation 
by Congre stopping sugar going out of the country. 

Now, what are t he facts in regard to the sugar situation in 
the United States? 

SUMliAllY OF THE FACTS 1:-i UEG.An.D TO S UG.An • 

During the .first four or five months of the year 1919 it seemeu 
probable that the United States would have plenty of sugar. 
The Sugar Equalization Board itself sold 150,000 tons for ex
port, and they permitted sugar refiners to accept export orders 
for sugar. 

During the latter part of May and the month of June, how
ever, the situation changed completely. By July 1 it became 
apparent that the world's sugar production would be short 
2,000,000 tons. Accordingly the equalization board ordere<l 
the refiner to stop accepting orders for export, and al o bor
ro'\\ed 50,000 tons of sugar which had been allotted to the 
British commission with the expectation that it could be paid 
back later. 

Dn Augus.t 1 the Sugar Equaliza.tion Board made the follow~ 
ing recommendations: First, that the board be given the power 
to license an sugar dealers, together with the power to examine 
their books; second, that the board be given the power of dis
tribution and rationing; and, third, that the board be giv-en 
the power to prohibit the exportation of sugar-that is, to put in 
force an embargo. I understand from the equalization board 
that these recommendations were referred by the President to 
the Secretary of Agriculture, who, on the advice of so-called 
experts, decided to take no action in the matter. 

On Augu t 14 the Sugar Equalization Board advised the Pre i
dent that the Cuban commissioners had offered to the Americ:rn 
Government the entire Cuban sugar crop for the year 1920, the 
m-erage price at that time being about 6! cents per pound, anti 
called attention to the fact that the Cuban commission should 
be -advised at an early date as to whether our Government pro
posed to eonsider this offer. Not receiving any reply from this 
communication, on September 20, 1919, the Sugar Equalization 
Board called the President's attention to the faet that unle s 
som€ action was taken at once it would be impossible for the 
United States to control the Cuban sugar crop for the year 1920. 
If the President had heeded these -communications of the Sugar 
Equalization Board anil given his assent to the plli'cha of the 
Cuban sugar crop, the p-resent situation would not have ari n. 

THE .PRESE"NT S"I.TUATrO~ 

The sugar sitUation at the pr.esent time in many parts of the 
country is yery acute, and immediate action shoulU be taken 
by Congress. 

From January 1 to November 1. the total exportations of sygar 
from the United States amounted to 1,246,869,413 pounds, mak
ing a monthly average of .124,686,941 pounds4 which '\\Ould be 
li pounds a month for every man, woman, and child in the 
United States. In addition to this, 22,000,000 pounds in the 
warehouses of the American Expeditionary Forces at the time 
of the armistice were sold ·by order of the Secretary of War to 
the French Government at an average price of 2! cents pee 
pound. 

The prohibition of further export orders by the Sugar Equ::tll· 
zation Board has not preyented the sugar refiners from coutinu· 
ing to fill export orders already on their books, and, more im· 
portant still, it has not prevented and is not preventing the ex~ 
port of resale sugar. For instance, a broker in New York has 
been and still is as free to buy sugar for a consumer in London 
as for a consumer in Chicago. Afte1· it lenses the refinery there 
is :no means of tracing where the sugar goes, as it may be re ·old 
from broker to broker. In the month of October over .9,000 tons 
of this resale sugar was exported from the United States. 

Aecording to the Sugar Equalization Board, the wholesalers, 
instead of supP'lying their retail trade so that the family sugar 
bowL can be kept replenished, have been selling their tock · at 
high prices to confectioners, CO'Ildens <1-rnilk manufacturers, 
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chocolate manufacturers, manufacturers of preserves, and a 
large part of the :finished product has been and still is being 
exported. 

I am aware that men engaged in the sugar business are very 
likely to treat a lot of 1,000 tons of sugar as practically negli
gible. From the point of view of the American consumer, how
ever, it should be borne in ·mind that 1,000 tons means that 
1,000,000 housewives·who are to-day asking for 2 pounds of sugar 
to :fill the family sugar bowl will be able to get it. A lot of 50,000 
tons, which was the amount borrowed by the Sugar Equalization 
Board from the British supply, would furnish 2 pounds apiece 
to 50,000,000 American citizens. 

l\lr. Speaker, such in brief are the facts in the case. The 
present situation is serious. Sugar and sugar products are 
going out of the country. An emergency exists and nothing is 
being done. Personally I would like to see Congress pass an 
embargo bill even if it was only for 60 days, to stop sugar from 
going out of this country. [Applause.] I believe that the 
American people would like to see such a bill passed. [Ap
plause.] 

But it seems impossible to secure the passage of a separate 
su~ar embargo bill in time to do any good. Therefore as long 
as this bill is here and has been amended by the Committee 
on Agriculture so as to giT"e some governmental agency the 
power to prohibit further exports of sugar, and there is a 
strong probability that it may become a law, I shall \Ote for 
it. I am frank to say, however, that I would like to see an 
amendment adopted giving to the Sugar Equalization Board 
the power to regulate and prohibit exports regardless of the 
President, or I would like to see an amencment to the :first 
section adopted adding the words " and directed," so that the 
section as amended would read "the President is authorized and 
directed," and so forth. Nevertheless, I recognize that under sus
pension of the rules no amendment is permissible at this time 
and that this bill must pass just as it comes from the hands 
of the committee or not at nll. Inasmuch, howe\er, as this is 
the only chance we have of securing legislation to stop sugar 
going out of the country and to furnish the American con
sumer with an adequate supply of sugar at a reasonable price, 
I am in favor of this bill and trust that it will pass. 

l\lr. CANDLER. I yield one minute to the gentleman from 
Missouri [l\lr. RUBEY]. 

Mr. RUBEY. 1\fr. Speaker, I am in entire sympatby with the 
views expressed by the gentleman that this bill, with the 
Jicensing provision as we have brought it in here, will, indirectly 
at least, control the export situation. The Sugar Equalization 
Board, through the licensing power, can absolutely control the 
exports of the 3,000,000 tons of sugar that they are to bring 
in here from Cuba. 

By unanimous con ent Mr. DALLI:KGEn, l\lr. TINCHER, and 
l\Ir. HAuGEN were given leave to revise and extend their re
marks in the RECORD. 

1\fr. HAUGEN. I yield three minutes to the gentleman from 
Pennsylvania [:Mr. KELLY]. 

Mr. KELLY of Pennsylvania. l\Ir. Speaker and gentlemen, I 
desire to congratulate this Committee on Agriculture on having 
performed a real public service in bringing this measure before 
the House. The quee.tion involved is one which concerns every 
household in America, and immediate action is necessary if we 
are to prevent great hardship being inflicted upon the people. 

No more gigantic opportunity to exploit the public need could 
be imagined than that which will be offered to profiteers if no 
action is taken. The average annual consumption of sugar in 
this country is 8,000,000,000 pounds. If gamblers and specula
tors can manipulate the price a single additional cent, they will 
take $80,000,000 out of the pockets of the American people. If 
they can, through their juggling tactics, increase the price 10 
cents a pound, they will add $800,000,000 to the food bill of this 
country. 

Will they do it? I sincerely believe that if this measure is 
not passed and if all restrictions are removed on January 1, 
as will be done if no action is taken by Congress, the price of 
sugar will be around 30 cents a pound by March 1, and a new 
crop of millionaires will be made at the expense of the people 
of America. 

The United States Sugar Equalization Board has made grave 
mistakes, it is true. I have been in almost daily touch with 
that board for the past three months and have followed its 
work closely. During the war period it ncted wisely, anu I 
belie\e its regulation and control of sugar kept the price down 
to a very considerable degree. 

Then- came the opportunity for the board to purchase the 
Cuban crop at a price of about 6! cents a pound. The question 
was put up to the President, with favorable recommendation 

on the part of seven members and a dissenting opinion by one 
member. Apparently the President followed the solitary ad
viser; at least, he failed to request that the crop be purchased 
by the board, and the opportunity was lost. 

That was a serious mistake, and its results will be measured 
in terms of dollars and cents in every home in America during 
the coming year. 

Another mistake was the zoning system put into operation by 
the board. They arbitrarily established zones and ordered that 
certain kinds of sugar be used wholly to supply great districts, 
without regard to the actual relation of the production of 
such sugars to the needs of the districts. 

For instance, the Pittsburgh district was put within the east
ern zone and was ordered to secure its supply from eastern 
refiners. Shortly after this order went into effect I was 
deluged with complaints from dealers in the Pittsburgh district 
who were unable to get sugar. I took it up at once with the 
board and was promised that Pittsburgh would get exactly the 
same quantity as was received during the last four months of 
1918. 

Everybody was satisfied, because it was assumed that the 
promise meant that the same amount would be received as was 
received from all sources. But when I found that only a small 
fraction of the actual amount was being received and called 
upon the equalization board for action, I learned that it was 
planning to ship only the same amount from eastern refineries, 
regardless of the fact that three-fourths of the supply for Pitts
burgh came last year from the beet-sugar refineries of the 
West. It was only after repeated efforts and long delay that 
I was able to secure an allotment of beet sugar for Pittsburgh, 
while other districts in the beet-sugar zone had an oversupply. 

Now, Mr. Speaker, this measure before us abolishes the zone 
system in distribution and will end that mistaken policy. I 
believe it will also compel action in the purchase of that part 
of the Cuban crop which remains, even though the price paid 
must of necessity be much greater than was required last 
August. 

The House Committee on Agriculture has also amended t11e 
Senate bill by providing that sections 5 and 10 of the food
control act shall be in effect as applied to sugar. These are 
licensing and requisitioning features, and without them this 
measure would be of little practical value. If the Cuban crop 
were purchased and brought to this country and the refiners 
were left to act without restrictions, the public would gain 
nothing. There would simply be an open invitation to all to 
profiteer to their hearts' content. 

I appeared before the Agriculture Committee to urge the in
sertion of the licensing feature because I want to see some real 
benefits come from this legislation. It is easy to talk in apho
risms, as we have heard here to-day, and to proclaim that the 
"free play of the law of supply and demand" will solve such a 
problem. That famous old law of " supply and demand " has 
been nullified by profiteers in food products. They have locked 
up the supply in warehouses and storehouses; they have ex
ported great quantities overseas and kept it from the people of 
this country. The supply, manipulated in such fashion, does 
n9t affect the price and neither does the demand from hungry 
people. Since the law of "supply and demand" is being nul
lified, it is better to have it done by the Government, repre
senting all the people, than by the profiteers, exploiting all the 
people. 

Mr. Speaker, it is high time to take drastic steps to end the 
activities of black-flag profiteers in the necessaries of life. 
They are as dangerous in their defiance of 1aw and fundamental 
Americanism as are the red radicals who preach violent over
throw of this Government. Both despise the law and both 
would establish minority rule. 

Without the passage of this measure there will be unbridled 
profiteering and unlimited gambling in sugar next year. YVe 
can preyent that by licensing every man that deals in sugar 
and making sure that unjust, unreasonable, and discriminatory 
prices and practices are not indulged in. This measure is 
drastic, but it is necessary. It is broad enough to cover, I 
believe, the diverting of great quantities of sugar, needed by 
the people on their own tables, to candy manufacturers and 
soft-drink makers, whose products are luxuries, for which high 
prices can be secured. The conditions make such an act as 
this necessary, and it should pass this House by a unanimous 
vote. 

1\Ir. CANDLER. I yield :five minutes to the gentleman from 
Maryland [Mr. BENSON]. 

l\Ir. BENSON. Mr. Speaker, were it not for the fact that this 
bill has been brought in under a suspension of the rules, thereby 
making it impossible to amend, I would offer an amendment to 
the bill that wouldt to lllY. ~~~d...Prevent the distribution of 
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sugn:r in such a- way as has in the- past caliBeu much eomplhint fleing charged 25" ceais a pound for sugar, and som~time a high 
f.rom those who d'esire sugar for dememic use. The- amendment a-s- 28 cents 
r had' prepaTed) reads as follows: 1\lr. CANDLER. I think it is outrageous that those ladies 

Pro ride.d, That in tlie. distriliution oi sugar the r.eil'Sonnbie necessities we_~e requir~_d to P"~Y such an erorbitnnt price for sugaT, nnu the 
ot wholesale groce-rs supi>lxing- retail grocers- be· given preference. ob;tect of tlus Bill IS to reduce- the price of sugar :rn.d "We Jiope 

I \enture to hope that tile conference committee. will_ consid'el.' f:ff passed, it will' aecompllsh tha-t resufr. r ' 

the wisdom of incorpgrating i.n. the. bill a. pro.v:iSian that wm !fi:. EMERSON rose. 
b.ring about the. result I fiaa hoped to attain. oy the passage. ot . .1\lfr. €J.A:.NDLER.- I can not yield. I am sorry tha.t we- can not 
such an amendment.. di'scus:9 a means- of'furnisJiing sugar to the·people of tlii country 

I have been in conespondence by. mailJ fo.r over. two. months m tlierr ~omes at a reasm;mtHe price without some one attacking 
with the Sugar Equalization Boa·rd.. In addition. to this,, 1 th~ Presi~ent of the ~n~.ted· States-. I; :cegret that my distin,.. 
hacve sent the board several telegraJllS and communicated with ~shed fnend from l\1lch1gan [1\:t:r. l'ifcLA.uGHJ>m] and! my genial 
l\lr. H. K. Ifull, a.n. assistant te 1\.Lr. Lo.wry, over tha teleplione, fi'Ien~ frot? Kansa~ [Mr. TINCH~]: found it nec-essn.Ty even. in 
this last.-name<l. method being the ollly way l could get a reply the discussr?TI o~thrs great domestic question to at:t:Iek the Presi
Eltuing the past 10 days.,. as replies; to my letters of December a 

1 
dent ot the Umted' States and the Democratic- adlnini.st.rn..ti.on. 

an<l13. and my telegram of. Decemhe.r 6. have not. heen... received. As. was suggested. by: a very able and dfuti:ngui he<t gentleman 
I. appeal eo to 1\Ir: HaiL over the telephone. to permit the Fe.dera:l who p~eced~ me rn a .speecll to-d'ay; o~ anotliei: subject, it seems 
fa.ir-pi:ice commissioner at Bultimore to- dist:ribute eight cax- ~t tli.ere 18 no oecaffi.on unde_r ~Y ?X<rnmstances- or- :mywhe ·c 
loads of sugar that had been there for more than a week arut but that some one feel& that It IS his duty. to make a. partisan 
had not been distributed by: the. boru:d. He said it could not 1 attack on the great head of the Government of the United tates 
be done in that way, but would have. to go through. the regular · and his administration which is in power by the· will of: the 
rou.te. I insisted that something be done to get this sugar to · :Qeopl.e:;. 
the peeple, arull\.fr.. HalL replied, " 1\lr. BEN-BON, you must.. recog- I Iiope that some time· we may be aBlec ta go into same.. <rue -
nize that we awn, that sugar." r said; "Whn axe. we?:" He tlon wfiich all the membership of thi Hou e. '\\ill be' wi:lling to 
rep1fed, " The equalization. board." I . as:ke.d him who, o.wnefi settle upon some great patriotic basis" in: the· fnterestr of all o.f 
the stock. in t:h.e. equalization board, and his reply was "The the American people with.out· l\Jembeus att:a.cking. t:he> Eres:ident 
President. ot the United States." I then, told 1\Ir. Hall' that I of tlie United States, who is,. at last, the President o.f us all 
consiuered it a. great plece of imp.ertin.ence for him, an employee regardless of party, and' the PI:.esidE:Irt o.:fi liTh the people: I 
of. the equalization board, to sa.y that "We, the. equalization assert that lie has done and· is" now· doin~ and will contimle- to 
board, own this. sugar, and that the1:efo.re we are going. to dis- do, so· long ns he: rema.irrs iru the: E~cuti~ chair vf t"'li...~ : gr a:t 
tribute it. as_ we- sa!t. '' Repu~lic, . everything possi])le i:nJ tll& interest. of all the p.eopl..n 

When. people in New York attempt to distribut-e sugar to con- of'tlie Um~ed· States. H~ does not- suffer by- y.o.ur P'liJI3 a::ttac.k , 
sumers in. Baltimore,. and they allot 821 bags to the Coca-Cola But you Wlll find you and your pm:ty. will: suffm:. if you.: con
Co., 52.5 bags-to Geor.ge- Btoom & Sons-, 24& bags to- Guth Choco- tl,nue to __ attack liim without " rhyme o rerumrr,"' ou anv and 
late Co.r 600 bags- to La:uell &. Suter 8o., 1,950 bags- to Stewart, all occa.sweS'· [Applause on the:. Democmtic siae_]l 
Son & Co., 100 bags to Headley Chocolate Co., and su:nila.r Mr. 1\.fA SFIELU. Ml'~ }.Jeakei:, will th gentleman yi:eW 1 
ammmts. to other candy and soft-drink manufacturers. and allot Itrr. CA!.~.~LER. r. run very: orr ]. caili. D.G.t •• i.ell at this 
292 bags- to J·. A. E.dm.ondSoa and. 50 bags to H .Pfeil. Co., two moment: ! hope to _be able to yield to my good friend a 1.ittl.e 
houses that ha:ve: gone- out. ef business, while they. allot to. the Iatel!. It IS· compiamed that the Pl"i sid(mt did not act. I:t is 
Grocers' Ser.vice. Bm·eau, a la.rge eoruoratien\ having apnr.oxi- tr";le that .the. sugar question was. brought- to his. attention. by 
matel.y 8o0 retail gJ;oeers to suvpfy only· 25 bags, L say that this. ~'!laUzat~ ~oar_d on; the 20th of. kno<YUst fd.St. 'Jlli:er.e wa 
tha.tris: an. ex:pet"ieuce-in dist:tibuJ.lloru that. does net wor.k o.ut well. a . diVIsr.on __ of opmwn m the equalization boaPd 1i:IJ.. iS tr.ue that 

Mr. MAR'1'IN. Wha made- tb.at. distribution? ' tlie IruiJOrij:;y did ree.ommend1 that ac.tiolll be· taken at tlmt time. 
1\ir. BENSpN. The. equalization. hoard. in New '¥o.rk: I 1\fr. Taussig, a member· of the board, recommended· thn . .t action 

have appealed to the board· to distribute the sugan that be no~ taken. at ~hat !ime. ~e P~.esiclen~ wa-s considering the 
wa.s allotted to the two firrn.a in. Ba.ltimore that have matter, and dnring his consideration er rt he became, as you · 
gone- out o.f buai.n.ess, and sugg~ed that. them quota be know ru;u1 a .I kn.ow, ~ick and temporarily unable: trr consideT 
allotted to· the- GJJeeers' Serviee. Bm.:ean. Thi&. request was made the. ~ubllC· ~usmesa ~~ng- some time, and. none; by the- direction 
on- December 13,, but L hav~ received no- answet to date 'l'he of h1s emment physrc1ans, was brought to· his attention. I 
peogle in, Baltimore. are: suffering for sugar largely heeause- tt think it _is- time to sto~ t.hi& unjust and- partisan critici ·m of 
has not been. f:.tli.'ly distllibuted iru Baltimore; not because ot a the Pr~Ident of the_ Umted States on every occasion a.nd about 
fail~e- to get the sugan to tha·t city, and unless some: plan. is everythiJ?-g wh~n, Witfout t~e fault and _beyond" the power uf 
deviSed· te take eru:e of the wholesale- grocers who. supply the the_ Pr~sident, m.G<lds provulence and. wisdom, H~ saw pr.oper 
retrri1 groaer~ the- ultimate- distributors- to those· who desire to i..I;tfiict upon him serious illness, which· to some extent till 
stigar for domestic us~ it can not be fairly distributed throug}l c~n.tmues. Thank.. G.od, however, he is rapidly improving, and 
New York. I r>ray tlia good _Lord tliat lie. may soon. be entirecy well, and 

l\Ir. SNElLl... Mr. Speaker, wi11 the-gentleman yield..? yo_u, ~w when lie is_ well fie can taRe ca.re ofyou and all your 
~fill. BJBNOO :r. Certainly. . cti.tiCISm •. [Applause on. the Dem.oc.mtic siae . .], It. is charged t1urt 
Mr. SNELL. Will this bill remedy the situation the- gentle- tli~ Pres~de:nt is the cause of. thi& troul)Ie. because lie did not 

man is spealdn"' of? take: a.ct10n. Let us see rn the_ liearings before the Senate 
l\Iir: BENsoN. Not to my mind. committee we get some fufru..-ma.ti.On. on. the. sul>ject. I read 
1\ir. SNELL. '1'hat is the (luestiont that I am interested in:.. from tlie CDNGRESSIONAL. REceBD of Dec:emher. 10 last, at page 
The ~PE.ilffiR. The time or the:- gentleman froJn Marylmrd 3.6~ a. statement :from. the S"enate li.ea!inga: before tlleir e::om-

has. ~i)med·. -nnt:te.e,, to whlch. attention was caiie<L tiy Senator H.amusoN of 
Mr. BENS0N. 1\fr:.. Speak:er,. I aslt: nmutimous consent" to re~ Mississippi,, during, the. discussio.n; in. the- S.enate. · ' 

vi e and extend my remarks in the: RECaliD Mr: IhRRISON. L r.ead fi:orrr the llearings, , oiD page ~08. '.llhe Sen.::Ltor 
The- SPEAKER: Tl-r th "'"; ~~ from N"ebraska [Mr. NoRRis] asked this que.\ltion.: 

; · • .u:s Em u.u.~ew.u..~n. " Senator Nonnrs. If the Et:esidlmt had llllthorized you, would you 
There. wa.:r no objeetion. have· done it'?" 
lli. GA.NDLER... Mr~ Sp-ea.lreT what we hop·e to do un'de1·· the Speaking of the purchase of the Cuban sugar crop. 

Pl:Ov:i:si.ons 0 this billi is; to r.emed:\' S<JDie" af the: men;o:ali.ties tlla.t "Ml:., GLASGOW. !So. sir; not until Congress had given us the powers 
...,

1 
.. ;....-~.T. 'oiJ and they thought it proper. It would come back at last to the dis-

are c:om~~ of by tlie giBltleman from.. Ma:cyhmdl [1\.{I_··r BEN"- aretion of Congress as to whet.he:I: they desired. the di J:rlliution of 
so~"]_. What ~ nm. p~lly inte~ in: more tlmn anything sug;tn contihued." 
else. I& to provide son:re: meallJlJ' by. raw whereby the: peGple. at thiS Mr. Glasgow, the- gentleman making that stu tement, wns the 
coun:try t.fi.emgeiveg m tlmin homerr and' an their tables. may :re- gene~al attorney- f-ur the Sugai! E·qnnllzation BoarGl, and as 
quire sugar at a reu:sonal>le ptice,. amllJ~protecte:d fnom. proiite-e:r- such spoke by authority. 
ting, now seemin'glw b<Wrg indnigedl fn in. this home: neceBSi:ty. Tlleref~re, if tfie: J?res:iden.t hn.d acted at that time, the gen-
[Appla: e.] · era! attorney stated that the board would not have acted 

1\Ir. STEVENSON. .l\lr. Speaker, will the gentleman yield for and would not nave bought the sugar without the authority 
a questi'en ?~ · ot Congress. 'I'be Senate· had thiB matter under· considera-

1\lr. CANDLER. Yes; with pleasure.. tion from. October 3, and f.or mm;e tllnlll 10 weeks wer con-
1\:fr. S'llNVENseh . :Ps. tli~ an peT!Slbill.'ty of' lioiWn:g down sidering it; and, because of the face. that the matteu was pend

the- pl'ire of' sugrrr'f I' fur:ved~eerr ~ m my- eifice:--s:Enee this all!- ihg in the Senate- committee and: in the s nate UJld they were 
eussion has J.Je~ goilrg! mr, a:mi. :t fuumi. there>tw'lJ fetters from two threa:tening, at Ieast, to Ieg:iSlat-e upon i:t, the re.finers :mdl 
In <lies- ifr twe ~enit pur'l!s a · my tiDRriC:t ea•yfng tn..n.t the-y are pea pie wli.& deal la-r-gely in sugar t'e<.fused to. go mto the ma-r\mt 
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and buy the crop of Cuban sngur and refine it and give the 
peopte the llenefit of it for fear the Government would take 
action and take it away from them anti com·ert and di.Jstribute 
it under Government control and super~isiou. Therefore it 
was the Senate of the United States toot .held up the situation~ 
for the Congress of the United States had tlle authority and 
powe-r to act. You who are in control of legislation in the 
Honse an<l responsible fo:r it failed to net and the Senate failed 
to act~ and this condition has arisen which confronts us to-dny. 
Some l\Iember asked to know whether or not there was any 
sugar in sight, whether it can be obtained at the present time. 
I read the following statement from n speech of Senator GAY, 
of Louisiana, clelivered in the Senate on December 12 last: 

Tons. 
The Cuban crop for 1920 is estimated at_ _______________ 4, 500, 000 
'l'he local eon umption 1n Cuba amonnts t(L_____________ 150-, 000 

Thus leaving for export ________________________ 4,350,000 
Mr. Zabyiskie, the president of tbe United States Sugar 

Equalization Board. tated before our committee that 
allout one·fonrth of this crop had been sold, partly to Eu
ropean countries and in part to American refiners ; de-
ducting this one-fourth, or_ __________________________ 1, 087, 500 

W e ha\"e in Cuba, still remaining for export ____________ 3, 262. 500 

TbP Gov~rnment estimates of tbe dome tic sugar crop of the 
Cnitet1 States and its possessions are as follows: 

Short tons. 
Re(>t crop, United States__________________________ 95&, 000 
Louisiana cane crOP------------------------------- 138,000 
Hawaiian cane crop_______________________________ 600, 000 
Porto EUcan cane croP---------------------------- 30~000 

Total------------------------------------------ 1,99LOOO 

St:G.ill SHOR'IAOE. Tuns. 
R E>tluced to long tons, this domestic crop would b<'-------- 1. 777,700 
.Atlding Cuban erop now available for purcha c anti exporL_ 3, 262. 500 

L eaves a total for distribution in this country oL _________ 5, 040, 200 
(To this may be added such porti011 of the Cuban crop 

a -· bas already been pmc.hased by reiine-.r" in this coun
try, and also such portion of the Philippine crop as 
may be brought to this country.) 

The> estimated consumption of sugar in tbls country for the 
current year amounts to abouL _______________________ 4. 260, 000 

Thus leaving a urpln oL ______________________ _.______ 780, 200 

This statement conclusively shows there is sugar available, 
and the question is whether or not under this bill you will give 
authority to the equalization board to purchase it in order 
that they may control and distribute it in this country, and by 
the exercise of the powers conferred in this bill reduce the price 
of sugar to the consumer upon his table and enable him to get 
sugar. [Applause.] 

Mr. DUPRfJ. 'vm the gentleman rielU? 
~Ir. CANDI"ER. I will. 
MI·. DUPRi!;. Has the gentleman heard any opposition to the 

purchase of the Cub::m sugar crop expressed on this floor by 
gentlemen who do not favor the licensino- featw·e of this bill? 

l\Ir. C.A.NDLER. No; but it is not being purchased by Ameri-
can interests, and we are trying to provide a. way to purchase it 
fo1· the benefit of an the people. 

l\Ir. DUPRE. Therefore the gentleman's argument is ex
tremely pointed. 

l\lr. CANDLER. Yes; pointed in showing that tbere is sugar 
available for purchase. Some Members wanted to know how 
much sugar there was, and I am simply giving the statement 
here from a competent source, from one of the gentleman's own 
Senators,. Senator GAY, of Louisiana. showing the amount of 
available sugar that could be acquired in case the authority 
is gtven to the equalization board to purchase the sugar. 

l\Ir. LINTHICUM.. If the gentleman will yield, what would 
be the result i! this law was not passe<l, if the equalization 
boartJ were discontinued? Would it not result in very high 
pl'ices and a monopoly of sugar '2 

1\lr. CA.l'fDLER. I think the gentleman is entirely con·ect. 
Indications at least are that it would go higher and higher, 
as it is doing at the p.resent tim~, and it would go. sky high 
as . oon as all Government control is taken away from it. Now, 
then, this bill provides for the continuance of this equalization 
board. Then it provides further for the striking out of the 
provisions of the Senate bill which eliminate the licensing fea
ture and reinserting the licensing feature in this bill. 

Mr. MADDE~. 'Vill the gentleman yield? 
:\fr. CANDLER. In a moment or so. As was stated by the 

gentleman from Missouri [Mr. RonEY}, if that feature were 
left out of the bill, then if sugar should be pm-chn.sed by the 
equalization board and brought into this country and they sold 
it and turned it loose upon the market of tllis country to, the 
wholesaler without any control, they c'Ould not regulate the 

price.at which it would be sold to the retailer or the consumer, 
but under the licensing feature they could control the price at 
which it was sold to the wholesaler, and they could control the 
price at which it would be sold by the wholesaler to the retn.iler, 
and therefore control the price in this country at which it -was 
sold to the consumer and in that way see that the COllit~mer had 
the opportunity to purchase the sugar at a reasonable price. 

Mr. MADDEN. Does the gentleJikw favor the control of all 
the businesses in the United States under the licensing system? 

Mr. CAl'fDLER. The gentleman from lllinois \ery weU 
knows I do not.. 

Mr. 1\IADDEN. But the gentleman's argument would iniliote 
that be was in favor of controlling--

Mr. CANDLER. I am in favor of taking the powel.' and con
trol of the Goyernment off of private enterprise in this country 
and restoring normal conditions at the very earliest moment 
that it is possible to do it~ but in an emergency like this here 
confronr.illg us, wben the people of this country are being im
poseti upon not only in the price paid but in getting possession 
at all of one of the real everyday necessities which is de
manded upon their table. then I think the power of the Con
gress should be exercised and exercised promptly. in order that 
the genernJ public may be protected. 

lli. MADDEN. Then the wise thing to have been done by 
the committee of which the gentleman is a distinguished mem
ber would be to bring in a bilJ here to repeal the war power 
now lleld by the President and all the other boards under his 
jurisdiction--

Mr. CA~DLER. Well, all the war powers expire when the 
treaty of peace i ratified and th~ President of the United 
States shall by proclamation proelaim that peace has been estab
lislle.U, and the war po'\'\"er will not be entirely taken away or 
expire until peace is secured by the ratification of a treaty 
which will terminate the war. ~lay God speed the day when 
peace universal is realized by all mankind. [Applause.} 

l\11'. MARTI?{. Will tlle gentleman yield? 
Mr. C.A..!.""JDLER. Yes. 
l\fr. MARTIN. "\\ill the gentleman favor an equalization 

boaru for the purpose of holcling <lown the price and distribu
tion of cotton! 

l\Ir. CANDLER. When an emergency exists as it is here it 
"ill be time enough to consider that question, but it does not 
exist now, and it has not existed in the past. The farme1· are 
not getting full value for their cotton now. There is a world 
shortage of cotton, and a small crop in this country, and, of 
course that has advanced the price. 

Mr. ~IARTDl. What does cotton sell for now? 
lir. C.:L,DLER. ~ot as much as it is really worth, all things 

considered--
1\lr. STEPHEXS of Ohio. Will the gentleman :yielu? 
l1r. CANDLER. I will. 
Mr. STEPHENS of Ohio. Under the administi1ltion or 

affairs as they exist now, how does it come that we have such 
a scm·city of sugar and high price of sugar ' itb this board 
of equalization existing and functioning at the vresent time? 
1f it i not successful now, would it be if we were to retain it? 

Mr. CA.l~DLER. Because they really ceased to function so 
far as the available crop is concerned. If they had actively 
continued in operation they would have brought to this coun
try t11e sugar available at the present time, but because of the 
failure of the Congre s that had the power to act, and because 
Qf the fact that the necessary legislation was held up by the 
Senate of the United States for a long time, and because no 
final action has been taken up to the present time, we find 
ourselves in the condition that exists to-day, and another re-ason 
wa suggested by the gentleman from Louisian..'1. [1.\lr. ::HARTIN] 
in bis speech, and that was that the strike of the longshoremen 
v;·llen they refused to unload ships loaded with sugar caused 
tbe loaded ships to remain for quite a while in the ports, thus 
creating the first scarcity of sugar. I haYe shown by the 
statement I read awhile ago that there is plent¥ of sugar avail
able. The question is, Will you pass this bill and thereby make 
an effort to secure it and get it to tl1e people and provide 
means to see that tbe~ not only get the sugar but get it at a. 
reasonable price'! 

:Mr. STEPHE.....'S of Ohio. l\Iay I ask another question? If 
we had no Sugar Equalizntion Board during the past year, 
would not we have had plenty of sugar now at rea ~onable 
prices? · 

:Mr. CAYDLER. 011, no. Certainly, the equalization board 
uid not k~p any sugar out of this country and cUd not keep 
anybody from buying sugar who wanted to buy it. If the 
people who deal in sugm· and refine it fo1· sale wanted to buy 
sno-ax- and had been willing to do so, they could bave gone into 
the markets and bought it. Tbere was no limitation upon 
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them and no p1·ohibition upon them whfch prevented them from 
buying sugar. The reason the refiners and. the people who 
usually . handle the sugar by private enterprise did not buy, I 
understand, was because this bill was pending in the Senate 
ami being held up, and they were afraid to go into the market 
in new of that fact and buy for private enterprise. The trouble 
was caused by delay in passing necessary legislation. 

Mr. l\IADDEN. I would like to ask the gentleman from 1\lis
sissippi if it is wise to extend the licensing system to the ques
tion of sugar why it would not be wise to extend the licensing 
system to cotton. Is he in favor of putting cotton under the 
licensing system? 

Mr. CANDLER. The gentleman from Louisiana [Mr. l\1AB
TIN] just asked that question a moment ago, and the gentleman 
from Illinois simply rep.eats it; that is all. I told the gen
tleman from Louisiana when he asked the question that there 
was no demand for a licensing system in reference to cotton 
and no emergency that called for it, and therefore no necessity 
for it in any part of the country, and I say the same to the 
gentleman from illinois. I dare say, however, that there are 
people in the homes in the district of the gentleman from Illi
nois [Mr. MADDEN], and people in the homes in the district of 
every Member of Congress in the United States to-day who are 
demanding sugar, and demanding it at a reasonable price, and 
asking that something be done to protect the people of this 
country in this sugar emergen~y. Will you come to their res
cue by passing this bill? [Applause.] Complaint has been 
made of inequality in price in different zones. This bill pro
vides-

That the zone system of sale and distribution of sugars heretofore 
established by the said United States Sugar Equalization Board shall be 
abolished and shall not be reestablished or maintained, and that sugars 
shall be permitted to be sold and to circulate freely in every portion of 
the United States. 

That provision in the bill -nill abolish the zone system and 
prevent it being reestablished or maintained, and will equalize 
prices so that sugar shall be permitted to be sold and circulate 
freely in every portion of the United States. So with the pas
sage of this bill containing that provision that complaint can 
and will no longer exist. In the interest of the people, to re
lieve the situation in the homes, and for the benefit of the gen
eral public I appeal to you to promptly pass this bill, so that 
the relief necessary may come, and may come quickly. Let 
Congress delay no longer. [Applause.] 

The SPEAKER. The time of- the gentleman from 1\lissis
sippi has expired. 

1\fr. HAUGEN. Mr. Chairman, I yield the balance of my time 
to the gentleman from Michigan [Mr. FonDNEY]. 

The SPEAKER. The gentleman from Michigan is recognized 
for five minutes. 

1\lr. FORDNEY. Gentlemen, I have but little to say on the 
subject. It is a matter of very great importance. 

1\!r. MADDEN. 1\lr. Speaker, will the gentleman yield for a 
question? 

Mr. FORDNEY. If we can get order, so that I can hear the 
question of the gentleman. 

Mr. MADDEN. I would like to ask the gentleman from 1\Iichi
gan if he is in favor of putting all the business interests of the 
United States under the licensing system? 

l\Ir. FORDNEY. No; and anybody that knows me ought to 
know that without asking the question. 

Mr. EMERSON. Will the gentleman yield? 
l\Ir. FORDNEY. I have only five minutes. 
Mr. EMERSON. I would like to know--
1\Ir. FORDNEY. I will yield if your question is very brief. 
Mr. EMERSON. I will make it brief. There is some talk 

here about an embargo on exportation of sugar. Is this sugar 
in this country or is it in Cuba? The gentleman knows, and I 
would like him to answer that question. 

Mr. FORDNEY. Mr. Speaker, it would be unlawful to put an 
embargo upon sugar this year, because the contract between 
the Sugar Equalization Board and Great Britain, France, and 
Italy is that this corporation purchased the sugar for export 
from Cuba for this year without competition from those other 
countries, with the understanding and agreement that this cor
poration would deliver to England, France, and Italy a propor
tionate amount of this Cuban sugar. To talk about putting an 
embargo upon the exportation of sugar while that contract lasts 
is nonsense. It can nQt be done. 

The gentleman from Mississippi has just given the figures of 
the consumption and production of sugar in this country, which 
figures are correct. Our people are the greatest sugar-consum
ing people in the world, with the single exception of the English 
people. Our consumption reaches about 81 pounds per capita 
per year, while that of Great Britain is nearly 100 pounds. 
Before the _war England obtained from Germany and Austria-

Hungary very largely her supply of sugar, including what she 
obtained from this country. We produce 25 per cent of our 
consumption of sugar in this country from beets and cane and 
we import 25 per cent of our consumption from our insular pos
sessions-Hawaii, Porto Rico, and the Philippines. We look to 
Cuba and the West Indian Islands and South America for the 
remainder of our consumption of sugar-about one-half of it. 
There is a shortage in the world's supply of sugar to-day, as 
reported. Every time the sugar-refining companies of this 
country want to boost the price of refined sugar they report a 
shortage in the world's supply of sugar, and up goes the price. 
It is said there is a shortage of about 3,000,000 tons out of a 
total production of 17,000,000 tons in the world. I believe the 
equalization board did good work this year. They kept the 
price of sugar down to a reasonable point and below that in 
foreign countries that did not produce their own sugar. 

I believe that the equalization board might do some good this 
coming yt>ar if it would purchase the Cuban crop of sugar to-day 
and control the price, control the distribution to the refiners of 
the country, and therefore fix the wholesale price in this country 
as they did last year. 

The licensing feature, if I am correct, existed in the law last 
year, but by contract between the equalization board and the 
producers of sugar and the wholesalers that licensing · feature 
was not brought into operation, by contract, I say, and there
fore the people of the country have had sugar at a fair price. 
I am opposed to a licensing feature in the control of any of our 
great industries in the country, those engaged in the production 
of food or clothing supplies. I believe it will not be applied if 
the existing law is extended for another year or if the rights 
under that law by contract are extended. 

The SPEAKER. The time of the gentleman from l\lichigan 
has expired. 

1\Ir. FORDNEY. May I ask unanimous consent for two 
minutes more? 

The SPEAKER. All time has expired. The question is on 
suspending the rules and passing the .Senate bill as amended. 

The question was taken, and the Speaker announced. that in 
his opinion t\vo-thirds had voted in the affirmative. 

Mr. MARTIN. A division, l\1r. Speaker. 
The SPE~R. The gentleman from Louisiana asks for a 

division. 
The House divided; and there were-ayes 128, noes 23. 
Mr. 1\IARTIN. Mr. Speaker, I make the point of no quorum. 
Mr. l\IONDELL. Will the gentleman withhold that until I 

can make a unanimous-consent request? 
Mr. MARTIN. Yes. 
Mr. 1\fONDELL. Mr. Speaker, I renew the request that I 

made earlier in the day, that the House dispense with business 
under the Calendar Wednesday rule to-morrow, and that busi
ness that was in order on Monday shall be in order to-morrow. 

The SPEAKER. The gentleman from Wyoming [Mr. MoN• 
DELL], with the consent of the gentleman from Louisiana [Mr .. 
MARTIN], asks unanimous consent that to-morrow Calendar 
Wednesday be dispensed with, and that the business in ordet 
on Monday be taken up instead. Is there objection! 

Mr. MANN of Illinois. Reserving the right to object, tha ~ 
means suspension day to-morrow. What is coming up undez 
suspension? 

Mr. MONDELL. I do not know what the Speaker has in 
mind to be recognized, but there are some bills on the Unani· 
mous Consent Calendar that ought to be passed. There are 
t\vo bills from the Committee on Banking and Currency, and I 
am hopeful that we may consider them. There are a number 
of bills on the Unanimous Consent Calendar. 

The SPEAKER. The Chair has made no engagement as to 
unanimous consent, except that he has prorni ed to recognize 
a gentleman as to one bill from the Committee on Banking 
and Currency, and one on a bill for a subtreasury at St. Louis. 

Mr. l\IONDELL. One bill is to make gold certificates a legal 
tender. The other is a Senate bill to provide for the expenses 
of the farm-loan bauks. 

The SPEAKER. The one the Chair had in mind was for 
making gold certificates a legal tender. 

1\fr. 1\fONDELL. I do not know that the other will come up. 
It is simply on· the calendar. 

The SPEAKER. Is there objection? 
Mr. MORGAN. I object, 1\fr. Spehker. 
Mr. GARNER. Reserving the right to object, 1\Ir. Speaker, 

I want to ask the gentleman from Wyoming if he will not 
modify that request and have it apply only to unanimous con
sent, and then we shall know certainly what is coming up. 

l\1r. ·MORGAN. 1\fr. Speaker, I withuraw my objection. 
Mr. l\10NDELL. My idea was that we could go through the 

calendar. There is a gold-certificate bill that ought to be pnssed. 
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l\lr. GARNER. Does the gentleman know of anybody that 

is going to object to that bill? · 
1\fr. :M:ONDELL. I do not. No one can tell. 
l\Ir. GA.Rl\r""ER. There is a Rules Committee that can obvi

ate that matter, and I do not believe you ought to ask unani
mous consent to have suspension day all day to-morrow. That 
is w-hat it means. It seems to me that it is asking a good deal 
of the House to ask for the entire day for the suspension of 
the rules when you do not know what is going to be brought up. 

l\lr. 1\IONDELL. We did not have suspension of the rules 
Monday or unanimous consent Monday. 

Mr. GARNER. We have had it to-d-ay. We have had two 
uspensions of the I'ules. I assume this one is going to pass. 

I am sorry each of them will have been passed. If the gentle
man will make his request apply to unanimous consent, I shall 
not object. Otherwise I will. 

l\fr. ~I.Al\~ of Illinois. The Unanimous Consent Calendar 
probably would not take all day to-morrow. 

l\I1·. GARNER. We then co.n probably tak-e up any subject 
that came under the rnle. I want to have some as urance on 
that point. If I can ha~e that assurance, I will agree. 

l\lr. l\IOXDELL. I had in mind two bills. I do not know 
that the Speaker will recognize either of the gentlemen having 
them in charge. One of them is in regard to the public build
ing at St. Louis. 

l\fr. GARNER. We will get an agreement ft·om the Speaker. 
The SPEAKER. The ;request is what the Chair has stated. 
::ur. MO~TDELL. On-e bill is in regard to the Federal build-

ing at St. Louis and the othe-r is a bill to make o-old certifieates 
a legal tender. 

l\Ir. GAR~'ER. Willi the understanding that tire Unanimous 
C<msent Calendar will be called and that there ,n.u be no other 
motions to suspend the rules except the Qnes which the gentle
llliln from Wyoming has mentioned, I shall11ot object. 

?lfr. BLACK. Will the gentleman yield for a question? 
Ur. l\10XDELL. Ye . 
l\1r. BLACK. Is the Federal-building pt·oject at St. Louis a 

new project? 
Mt'. l\10~DELL. Oh, no ; tl1at is old. 
:l\Ir. GARD. The bill fQr the Fede1·a1. buHtling at St Louis 

may be <:onsidered to-night I su pect, by unanimous consent. 
.llr. :UO:.\'TIELL. There are otller matte1-s before tile House. 
The SPEAKER If the bill i eonsidered by unanimous con
'llt, of coure it will not r€Q.u.ire suspen ion. 
Mr. JOHNSO:X of '\\ashington. Will the ~ ntleman add tlle 

deportation bill to his ngreement? 
Mr. GAll~ER. .CQ; I will not agree to that. 
The SPEAKER. Is there objection to tile request of the 

gentleman from "'yoming [Sir. l\Io:snELL] ? 
l\Ir. GARD. I obj~t. l\fr. Speaker. 
The SPEAKER. The gentleman fr·om Ohio objects. Does 

the gentleman from Lottisiana make his point of on1eT? 
~Ir. l\l.ARTIX Yes. 
Mr. DYER. · I ask U1e gentleman tQ withhold that for one 

moment. I want to renew the request lllilde by my colleague-
Th~ SPEAKER. That is not in order. There is a motion 

before the House. · 
l\Ir. DYER. It might be <lone b~- unanimous coBsent. 
SEY.EUAL MEMBERS. Regular order ! 
The SPEAKER. The gentleman from Loui ·iana makes the 

point of order that tllerc is no q_uorum present. The Ch-air will 
count. 

:Mr. DUPRE. I suggest to tlle Chair that on the vote there 
were 128 one way and 2-3 tile otller. 

The SPEAKER. It dQeS not follow that everybody present 
voted. The Chair find~ that tllere is no quorum present. The 
Doorkeeper will clo c,. the doors. The Sergeant. at Arms will 
notify the absent Members. As ma.ny as favor suspending the 
rules and passing the bill will Yote sea, t.hose Qpposed nay, and 
the Clerk will call the roll. 

The question was taken; anti there were--~·eas 238, nays 34, 
answered "present" 1, not Yoting 138, as follows: 

Almon 
Anderson 
Andrews, Md. 
Andrews, Nebr. 
Ayres 
Babka 
Bacharach 
Rankhead 
Rarbour 
Barkley 
I~g:g 
Benham 
Henson 
Blnekmon 
:manu, Va. 

YEAs-25. 

Brand 
Briggs 
Brinson 
Browne 
Browning 
Burdick 
:Burroughs 
Butler 
Byrnes, S.C. 
Byrns, Tenn. 
Caldwell 
Campbell, Kans. 
Campbell, Pn. 
Candler 
Caraway 

Carew 
Carss 
Carter 
Casey 
Cbindblom 
Christopherson 
Classon 
Cleary 
Coady 
Cole 
Colli~ 
Cramton 
Crowther 
Cullen 
Currie, 1\licb. 

Dale 
Dallinger 
Darrow 
Davey 
ThtVls, Minn. 
Davis, Tenn. 
Dempsey 
Dent 
Dickinson, Mo. 
Dicldn on, Iow-a 
.Dominick 
Doughton 
Dowen 
Drane 
Dunbar 

Dyer 
Edmonds 
Elliott 
Elston 
Emerson 
Esch 
Evans, N~r. 
Evans, Nev. 
Flood 
Fordney 
Freeman 
French 
Fuller, Mass. 
Gallagher 
Gandy 
Ganly 
Gard 
Garland 
Goldfogle 
Good 
Graham, Ill. 
Green, Iowa 
Greene, Vt. 
Griest 
Griffin 
Hadley 

i}!~~fs'o~olo. 
Haskell 
Hastings 
Haugen 
Hawley 
Hayden 

~!!fn 
Hernandez 
Hersman 
mifey 
Hoch 
Holland 
Howard 
Huddleston 
Hull, Iowa 
Husted 
Hutchinson 
Ireland 
.Tacoway 
.Johnson, Miss. 
.Johnson, S.Dak. 

Bee 
Black 
Box 
Brooks, Pa. 
Clark, Mo. 
CurrY, Calif_ 
Dupre 
Echols 
Fess 

Johnson, Wash. . Mooney 
Jones, 1:•-a. Morgan· 
.Tuul M<>Tin 
Keller 1\fott 
Kelly, Pa. Murphy 
Kendall Nelson, Mo. 
Kettner Kewton, {inn. 
Kincheloe 1\ewto.n, Mo. 
Kink;aid 'O'Connell 
Knutson Ogden 
Kraus '(}1dfiel(l 
LaGruud~ Oliv~ 
Lampert Olney 
Langley OTer.st,reet 
Lankford Padgett 
Larsen Paige 
Layton Park 
Lea, Calif. Par"ktt 
Lee, Ga. FeU 
Lehlbach Pb.ela.n 
Linthicum Platt 
Little Porter 
Lonergan Purneli 
Longworth Quin 
Lufkin Radcliffe 
McArthur Rainey, Ala. 
M1:Clintle Rain-ey, H. T_ 
McCullocb. Rainey,~. W. 
McDuffie Raker 
McGlen:n(Ul Rrunsey 
McKiniry Ramseyer \ 
M<:Kinley Randall, Wis. 
MclAughlin, IDeh.Reber 
!IcLaughlin, Nebx.Reed., N. 'Y~ 
McPherson Ricketts 
Macerate Robsion, Ky. 
MacGregor Rodenherg 
Magee RGgers 
Maher Rose 
Major . Rouse 
Mann, S. C. Rowe 
Mapes Rubey 
Mays Ruck-er 
Mead Sanders, N. Y~ 
Michener ~aunders, Va. 
Minahan, T. 1. Scott 
J\l(tna.han, 'Wis. Seils . 
Mondell 8berwood 
Montague ~breve 
l\Io{) n Siegel 

. NAYS--34. 
Foe'ht Luce 
Garner McFadden 
Garrett Madden 
Goodykoontz 1\Iann, III. 
Gonld Mansfield 
Greene, 1\Inss. .l\Ia.rti..n 
Hardy, Tex. Merritt 
Lanham Moores, Ind. 
Lazaro O'Conn~r 

A. ''SWERED "'PRESENT "-1. 
Crago 

NOT VOTING-1~8. 
• ~ckerman_ F:t.ird~ld King 
Anthony Ferris Kitchin 
Ashbrook Fields Kleezk:a 
Aswell Fisher K~eMer 
Baer Foster Lesh~r 
Bell Frear Luhring 
Bland, Ind. FuJler, Ill. l'.lt!Andrtws 
Bland, Mo. Gallivan McKenrie 
Blanton Ulynn McKeown 
Boies Godwin, N. C. ·McLane 
Booher Goodall Ma on 
Bowers Goodwin, Ark. Allller 
Britten Graham, Pa. Moore, Ohi<> 
Brooks, Ill. Hamill Moot·e, Pa. 
Brumbaugh IIamllt.on Moo~ Va. 
Buchanan Harreld Mudd 
Burke Hersey Neely 
Cannon Hicks Nels<>n. Wis. 
Cantrill Houghton Nicholls, S.C. 
Clark, Fla. Hudspeth 'Nich<>ls, Ykh. 
Connally Hulings Nolan 
Cooper Hull, Tenn.. Osborne 
Copley Humphreys Peters 
Costello Ig~ Pou 
Crisp James Ranuall, Calif. 
Demson .Jelferis Reavis 
Dewalt .Johnson, Ky. Reed, W.Va. 
J)()oo,an .Johnston, N.Y. Rhodes 

~s ~~· T~x. ~g~J~ 
Dunn Kearns nobinstm, N.C. 
Eagan Kelley, Mich. Romjue 
Eagle Kennedy, Iowa Rowan 
Ellsworth Kennedy, R. I. &bath 
Evans, Mont. Kiess Sanders, Ind. 

• inclarr . 
SinDQtt 
8mith, Idah'O 
Smith, Ill. 
Smithwick 
Snell 
Steagall 
Stephens, IL·s. 
Stepbens, Ohio 
stev-enson 
8tiness 
Stoll 
Strong, Kans. 
Surumers, Wash. 
Sweet 
Swope 
Taylor, 'Tenn. 
'Templ-e 
'l'ho.mas 
Tillman 
Tilson 
Tl;».berlake 
Tincher 
Tinkham 
Treadway 

pshaw 
Vaile 
VaN 
Venal 
Vinson 
Vo1-gt 
Volstead 
Waiters 
W.a.rd 
Wason 
Watson, Pa. 
Weaver 
Welling 
Whim~ Kans. 
Wilson., ra. 
Wingo 
Winslow 
Wood,Ind_ 
Woods, Va. 
Wrlg!rt 
Yates 
Yonng, N. Da.k. 
.Zihlman 

i"'arrish 
lta.ybozn 
Ranfurd 
Smith. Mich. 
Rtrong, Pa.. 
Walsh . 
Watkins 

~a.tHl~s, La • 
Schall 
S~lly 
Sears 
• ims 
Sisson 
Slemp 
'Rma.ll 
,_'mitb, N.Y. 
'Snyder 
Stedman 
Steel~ 
S~et·wn 
Sullivan 
'umners, Tex. 

Tague 
Taylor, Ark. 
Taylor, Colo. 
~'bompson 
T.()wner 
Venable 
Watson, Va. 
·webster 
Welty 
Whaley 
Wheeler 
White, Me. 
Williams 
Wilson, Ill. 
Wilson, La. 
Wise 
Woodyard 
Young, Tex. 

So, two-thirds haYing yoted in favor thereof, the bill was 
passed. 

The following pairs were .annollllced.: 
l\Ir. DENISON with Mr. Bru:Nso~~ 
l\Ir. KLEC~XA. with the Mr. ScULLY. 
Mr. MrLl.En with Mr. W .uso~ of \irginia.. 
1\Ir. FOSTER with lli~ STEELE. 
1\Ir. 1\0LAN with Mr. 1\IcKEow~;r. 
l\Ir. Osson:xE with Mr. GALLIYA.X. 
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Mr. SANDERS of Indiana with Mr. IGoE. 
1\Ir. ACKERMAN with l\Ir. YOUNG of Texas. 
l\lr. A "THONY with Mr. \VISE. · 
Mr. llAER with 1\Ir. \VILsoN of Pennsylvania. 
Mr. BLAND of Indiana with Mr. \VILSON of Louisiana. 
Mr. BoiEs with Mr. \VHALEY. 
Mr. BOWERS with Mr. WELTY. 
Mr. BRITTE " with Mr. VENABLE. 
Mr. BROOKS of Illinois with Mr. TAYLOR of Colorado. 
Mr. BURKE with Mr. TAYLOR of Arkansas. 
Mr. CANNO~ with Mr. TAGUE. 
Mr. CooPER with Mr. SuMNERS of Texas. 
Mr. COPLEY with Mr. SULLIVAN. 
Mr. CosTELLO with l\fr. STEDMAN. 
Mr. DUNN with Mr. S1>£ITH of New York. 
Mr. ELLSWORTH with l\fr. SMALL. 
l\lr. F.HRFIELD with Mr. SISSON. 
Mr. FREAR with Mr. SIMs. 
Mr. FULLER of Illinois with Mr. SEARs. 
1\Ir. GLYNN with Mr. SANDERS of Louisiana. 
Mr. GooDALL with Mr. SABATH. 
Mr. GRAHAM of Pennsylvania with Mr. RowAN. 
Mr. HAMILTON with Mr. ROMJUE. 
Mr. HARRELD with Mr. ROBINSON of North Carolina. 
l\Ir. HERSEY with Mr. RIORDAN. 
Mr. HICKS with Mr. RANDALL of California. 
Mr. HOUGHTON with Mr. Pou. 
Mr. HULINGS with Mr. NICHOLLS of South Carolina. 
Mr. JAMES with Mr. NEELY. 
Mr. JEFFERIS with Mr. MooRE of Virginia. 
Mr. KAHN with Mr. McLANE. 
Mr. KEABNS with Mr. McAJ\~REWS. 
Mr. KELLY of Michigan with Mr. LEsHER. 
1\Ir. KENNEDY of Iowa with Mr. KITCHIN. 
Mr. KENNEDY of Rhoc}e Island with Mr. JoNES of Texas. 
Mr. KIEss with Mr. JoHNSTON of New York. 
l\Ir. KING with l\Ir. JoHNSON of Kentucky. 
l\lr. KRIEDER with Mr. HUMPHREYS. 
Mr. LuHRING with Mr. HuLL of Tennessee. 
l\Ir. McKENZIE with Mr. HUDSPETH. 
l\Ir. MAsoN with Mr. HAMILL. 
l\Ir. MooRE of Ohio with Mr. Goonwi~ of Arkansas. 
Mr: MooRE of Pennsylvania with Mr. GoDWIN of North Caro-

lina. 
l\Ir. l\IUDD '"ith Mr. FISHER. 
l\fr. NELSON of Wisconsin with Mr. FERRIS. 
l\lr. NICHOLLS of Michigan with l\fr. EVANS of Montana. 
l\!r. PETERS with Mr. EAGLE. 
Mr. REAVIS with Mr. EAGAN. 
l\Ir. REED of West Virginia with Mr. DoREMus. 
l\lr. RHODES "ith Mr. DoOLING. 
l\Ir. RIDDICK with l\fr. DoNOVA T. 
l\Ir. ScHALL with Mr. DEWALT. 
Mr. SLEMP with 1\Ir. CRISP. 
l\Ir. SNYDER with Mr. CoNNALLY. 
l\fr. STEE~ERSON with Mr. OLABK of Florida. 
l\Ir. THO:llPSON with Mr. 0ANTRILL. 
l\Ir. Tow mR with Mr. BUCHANAN. 
l\1r. WEBSTER with Mr. BRUMBAUGH. 
l\fr. WHEELER with Mr. BooHER. 
l\Ir. WHITE of Maine with Mr. BLANTON. 
l\Ir. WILLIAMS with Mr. BLAND of Missouri. 
l\1r. WILson of Illinois with Mr. BELL. 
l\lr. WOODYARD with Mr. AsWELL. 
l\1r. OIL\.GO with Mr. ASHUROOK. 
The vote was announced as above recorded. 
A quorum being present, the doors were opene<l. 

FEDERAL ·oFFICE BUILDING AT ST. LOUIS, MO. 

l\lr. DYER. Mr. Speaker, I ask unanimous consent that the 
bill IT. R. 484, to which objection was made but has beeu 
withd.rmrn, be taken up, providing for the erection of a Fed
eral building at St. Louis. 

The SPEAKER. The gentleman from Missouri asks for the 
immetliate consideration of the bill H. R. 484. Is there ob-

. jection? 
There wa no objection. 
The SPEAKER. This bill is on the Union Calendar. 
l\lr. DYER. I ask unanimous consent that the bill be con

sidered in the Hom:e as in Committee of the Whole. 
The SPEAKER. The gentleman from Missouri asks unani

mous consent that the bill be .considered in the House as in 
Committee o~ the Whole. Is there objection? 

:Ur. ROUSE. I object. 

Mr. DYER. Mr. Speaker, I mo\e to su:::pend the rules anu 
pass the bill. . 

Mr. ROUSE. Mr. Speaker, I move that the House do now 
adjourn. 

The SPEAKER. The gentleman from Kentucky mows th:lt 
the House do now adjourn. 

The question was taken, and the Hou~e refused to adjourn. 
. Mr .. DYER. Mr. Speaker, I move that the House resolv~ 
ItEelf mto Committee of the Whole House on the state of th~ 
Union for the consideration of the bill H. R. 484. . 
. Mr. ROUSE. Mr. Speaker, I make the point that no quorum 
IS present. 

The SPEAKER The Ohair will count. [After counting.] 
One hundred and twenty-one Members present; not a quorum. 

ADJOURNMENT. 
Mr. MONDELL. Mr. Speaker, I move that the House do 

now adjourn. 
Tl;e motion was agreed to; accordingly (at 6 o'clock and 

5 mmutes p. m.), the House adjourned until to-morrow, Wed
nesday, December 17, 1919, at 12 o'clock noon. 

EXECUTIVE COl\fMUNIOATIONS, ETC. 
Under clause 2 of Rule XXIV, executive communications were 

taken from the Speaker's table and referred as follows: 
1. A letter from the secretary of the United States Shippinrr 

Board, transmitting third annual report of the United State~ 
Shipping Board, covering the period June 30, 1918, to and in
cludrng June 30, 1919 (H. Doc. No. 435) ; to the Committee on 
the Merchant Marine and Fisheries and ordered to be printe<l. 

2. A letter from the Secretary of the Treasury, transmitting 
copy of a communication from the Secretary ·of the Interior 
submitting a supplemental estimate of appropriation required 
by the General Land Office for the protection of the so-called 
Oregon and California railroad lands for the fiscal year 1920 
(H. Doc. No. 520); to the Committee on Appropriations and 
ordered to be printed. 

3. A letter from the Secretary of the Treasury, transmitting 
copy of a communication from the Acting Secretary of the 
Navy submitting a deficiency estimate of appropriation, for 
payment to the Joe Andrews Co., of Los Angeles, Calif., for re
pair of an automobile damaged while in use by the Navy De· 
partment during the influenza epidemic of 1918 (H. Doc. No. 
521) ; to the Committee on Appropriations and. ordered to be 
printed. 

4. A letter from the Acting Secretary of \Var, transmitting 
a letter from the Acting Chief <;lf Engineers, with map, on a 
preliminary examination of San Antonio River, Te:s:., author
ized by the river and harbor act approved July 27, 1916 (H. 
Doc. No. 522) ; to the Committee on Flood Control and ordered. 
to be printed. 

5. A letter from the Secretary of the Treasury, transmitting 
draft of a proposed bill entitled "An act fixing the compensa
tion of certain officials in the Customs ::5en·ice, and for other 
pu.rposes" (H. Doc. No. 523) ; to the Committee on \Yay and 
Means and ordered to be printed. 

6. A letter from the Secretary of War, transmitting a letter 
from the .Acting Chief of Engineers, United. State.s Army, 
together w1th report of Col. G. R. Lukesh, Corps of Engineers, 
with map, on preliminary examination of the waterway be
tween Charleston Harbor, S. 0., and the North Santee Uiver, 
by way of \Vando River, authorized by the river and harbor 
act approved March 2, 1919 · (H. Doc. 524); to the Committee 
on Rivers and Harbors and ordered to be printed. 

7. A letter from the Clerk of the House of Reprcsentati>es, 
transmitting .report showing the average number of employees 
including clerks to Members and Delegates, receiving the in: 
creased compensation at the rate of $240 per annum during the 
first four months of the fiscal year 1920 (H. Doc. 525) ; to the 
Committee on Appropriations and ord.ered to be printed. 

REPORTS OF CDl\1MITTEES ON PUBLIC BILLS AND 
RESOLUTIONS. 

Under clause 2 of Rule XIII, bills nnu resolutions were sev
erally reported from committees, delivered to the Clerk. and 
referred to the several calendars therein named, as follows : 

Mr. GOOD, from the Committee on Appropriations, to which 
was referred the bill (H. R. 11223) making appropriations to 
supply urgent deficiencies in appropriations for the Employees' 
Compensation Commission and the Public Health Service for 
the fiscal year ending June 30, 1920, reported the same without 
amendment, accompanied by a report (No. 502), which said bill 
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and report were referred to the Committee of the Whole House 
on the state of the Union. 

Mr. BARKLEY, from the Committee on Interstate and For
eign Commerce, to which was referred the bill (H. R. 10847) 
granting the consent of Congress to Marion County, State of 
Mississippi, to construct a bridge across the Pearl Rivei· in 
Marion County, State ·of Mississippi, reported the same with 
amendments, accompanied by a report (No. 503), wJ:tich said 
bill and report were referred to the House Calendar. 

Mr. JOHNSON of 'Vashington, from the Committee on Im
migration and Naturalization, to which was referred the bill 
(H. R. 11224) to amenu the act entitled" An act to exclude from 
ihe United States aliens who are members of the anarchistic 
and similar classes," approved October 16, 1918, reported the 
same without amendment, accompanied by a report (No. 504), 
which said bill and report were referred to the House Calendar. 

Mr. GOOD, from the Committee on Appropriations, to which 
was referred the joint resolution (H. J. Res. 261) to make im
mediately ayailable the appropriation for the expenses of regu
lating further the entry of aliens into the United States, re
ported the same with an amendment, accompanied by a report 
(No. 505), which said resolution and report were referred to 
the Committee of the Whole House on the state of the Union. 

Mr. HAUGEN, from the Committee on Agriculture, to which 
was referred the bill (S. 3284) to provide for the national wel
fare by continuing the United States Sugar Equalization Board 
until Decerliber 31, 1920, and for other purposes, reported the 
same with an amendment, accompanied by a report (No. 506), 
which said bill and report were referred to the House Calendar. 

PUBLIC BILLS, RESOLUTIONS, AND ME~10RIALS. 

Under clause 3 of Rule XXII, bills, resolutions, and memorials 
were introduced and severally referred as follows: 

By l\1r. GOOD: A bill (ll. R. 11223) making appropriations 
to supply urgent deficiencies in approp1iations for the Em

. ployees' Compensation Commission and the Public Health Serv
ice for the fiscal year ending June 30, 1920 ; to the Committee 
on Appropriations. 

By Mr. JOHNSON of Washington: A bill (H. R. 11224) to 
amend the act entitled "An act to exclude and expel from the 
United States aliens who are members of the anarchistic and 
similar classes," approved October .16, 1918; to the Committee 
on Immigration and Naturalization. 

By Mr. WEBSTER: A bill (H. R. 11225) making provisions 
for the irrigation of Indian lands within the limits of the Cur
lew irrigation district, in the State of Washington; to the Com
mittee on Indian Affairs. 

By Mr. McFADDEN: A bill (H. R. 11226) to amend an act 
approved April 23, 1918, entitled "An act to conserve the gold 
supply of the United States; to permit the settlement in silver 
of trade balances adverse to the United States; to provide silver 
for subsidiary coinage and for commercial use ; to assist foreign 
governments at war with the enemies of ~e United States; and 
for the above purposes to stabilize the price and encourage the 
production of silver"; to amend section 3514 of the Revised 
Statutes establishing the standards of gold and silver coins, and 
for other purposes; to the Committee on Banking and Currency. 

By Mr. WATSON of Pennsylvania: A bill (H. R. 11227) ex
tending the period during which the prosecutions of certain vio
lations of the selective-service act may be brought; to the Com
mittee on the Judiciary. 

By Mr. CLASSON: A bill (H .. R. 11228) to authorize the 
establishment of a Coast Guard station on the coast of Green 
Bay, at or in the vicinity of Strawberry Passage, in Door 
County, Wis.; to the Committee on Interstate and Foreign Com
merce. 

By Mr. TINCHER: A bill (H. R. 11229) to increase the limit 
of cost of the public building to be erected at Pratt, Pratt 
County, Kans.; to the Committee on Public Buildings and 
Grounds. 

By Mr. CAl\1PBELL of Pennsylvania:, A bill (H. R. 11230) to 
permanently transfel~ the United States Coast Guard from the 
~rensury Department to the Navy Department; to the Com
mittee on Interstate and Foreign Commerce. 

fly Mr. RAKER: A bill (H. R. 11231) defining criminal 
syndicalism and sabotage, proscribing certain acts and methods 
ln connection therewith and in pursuance thereof, and provid
ing penalties and punishments therefor; to the Committee on 
the Judiciary. 

By 1\Ir. JOHNSON of Mississippi: A bill (H. R. 11232) 
for the enlargement, extension, and improvement of the post
office building at Hattiesburg, Miss.; to the Committee on 
Public Buildings and Grounds. 

LIX--40 

lly' Mr. LUFKIN: A bill (H. R. 11233) to amend an act 
of October 6, 1917, entitled "~ act to provide for reimburse
ment of officers, enlisted men, and others in the naval service 
of the United States for property lost or destroyed in such 
service"; to the Committee on Naval Affairs. 

By Mr. FESS: A bill (H. R. 11234) to amend an act 
entitled "An act to regulate and improve the civil service of 
the United States, approved January 16, 1883''; to the Com
mittee on Reform in the Civil Service. 

By Mr. KELLY of Pennsylvania: A bill (H. R. 11233) to 
provide for aeroplane mail sen·ice between Pittsburgh, Pa., 
and Kansas City, l\Io.; to the Committee on the Post Office 
and Post Roads. 

By Mr. BLAND of Indiana : A bill (H. R. 11236) for tho 
erection of a public building at Linton, Ind.; to the Com
mittee on Public Buildings and Grounds. 

Also, a bill (H. R. 11237) to make additions, extensions, 
and improvements to the post-office building at Vincennes, Ind., 
to be used for post-office and mine-rescue purposes; to the 
Committee on Public Buildings and Grounds. 

By l\1r. KENDALL: Joint resolution (H. J. Res. 264) de
claring November 11 of each year to be a national holiday; 
to the Committee on the Judiciary. 

By l\Ir. CLARK of Missouri: Resolution (H. Re~. 421) to pay 
six months' salary of George Killeen, deceased, doorkeeper on 
messenger roll, and $250 for funeral expenses to his daughter, 
Miss Ella 1\I. Killeen; to the Committee on Accounts. 

By Mr. DALLINGER: l\Iemorial from the Legislature of the 
State of Massachusetts relative to the reported intention of the 
Navy Department to discontinue certain lines of work at the 
Boston Navy Yard; to the Committee on Naval Affairs. 

PRIVATE BILLS AND RESOLUTIONS. 

Under clause 1 of Rule XXII, private bills and resolutions 
were introduced and severally referred as follows: 

By Mr. ANDERSON: A bill (H. R. 11238) granting an in
crease of pension to Lorin B. Ohlinger; to the Committee on 
Pensions. 

By l\Ir. ANTHONY: A bill (H. R. 11239) granting an increase 
of pension to Marguerite l\Iurphy; to the Committee on Pen
sions. 

Also, a bill (H. R. 112-:1.0) granting an increase of pension to 
Anton Schwarz; to the Committee on Pensions. 

By 1\Ir. ASHBROOK: A bill (H. R. 11241) granting an in
crease of pension to L. W. Severns; to the Committee on In
Yalid Pensions. 

By 1\fr. BACHARACH: A bill (H. R. 11242) granting .a pen
sion to George A. Cooper ; to the Committee on Pensions. 

By Mr. DICKINSON of Missouri: A bill (H. R. 11243) grant
ing a pension to Nancy C. Troupe; to the Committee on Inyalid 
Pensions. 

Also, a bill (H. R. 11244) granting a pension to Enoch K. 
Shackelford; to the Committee on Invalid Pensions. 

Also, a bill (H. R. 11245) granting a pension to Albert Shel~
horn; to the Committee on Invalid Pensions. 

By l\1r. FIELDS: A bill (H. R. 11246) granting a pension to 
Elizabeth Burgess ; to the Committee on Invalid Pensions. 

Also, a bill (H. R. 11247) granting an increase of pension to 
Alexander Kimbrough; to the Committee on Invalid Pensions. 

By Mr. HAMILL: A bill (H. R. 11248) for the relief of 
Lester Cross; to the Committee on Claims. 

By l\1r. HICKEY: A bill (H. R. 11249) granting a pension to 
Mary Jane Miller; to the Committee on Invalid Pensions. 

By 1\Ir. HOUGHTON: A bill (H. R. 11250) granting a pension 
to Delos Burke; to the Committee on InYalid Pensions. 

Also, a bill (H. R. 11251) granting an increase of pens ion to 
Emanuel Miller: to the Committee on Invalid Pensions. 

Also, a bill (:H. R. 11252) granting an increase of pension to 
Emmet Ellis; to the Committee on Invalid Pensions. 

Also, a bill (H. R. 11253) granting an increase of pension to 
James L. Newbury; to the Committee on Pensions. 

Also, a bill (H. R. 11254) granting an increase of pension to 
Thaddeus B. Tannery; to the Committee on InYalid Pensions. 

By l\1r. JOHNSON of South Dakota: A bill (H. R. 11253) for 
the relief of the estate of Joseph F. 1\litchell; to the Committee 
on Claims. · 

By l\Ir. LEHLBACH: A bill (H. R. 11~3G) granting an in
crease of pension to Isabella W. 'Villirrms; to tile Committee on 
Invalid Pensions. 

By l\1r. McCULLOCH: A bill (H. R. 11257) for the relief of 
the Liberty loan subscribers of the Mineral City Bank; to the 
Committee on Claims. 



~22 CONGRESSIONAL· RECORD-SEN ATE. DECEl\IBER 17' 

At.;o a bill (H. n. 1.1258) granting an increa e of pension to 
Lnthe~ C. Heiunbaugh; to the Committee on In~alid Pensions. · 

Also, a hill (H. lt. U2:l0) grauting ~n increase of pension to 
G~ri t H. F owler ; to the Committee on Pen ions. 

Also, n. bill (H. n. 112GO) granting an increase of pension to 
H:.1rp r Brosius; to the Committee on InYaliu Pem;ion.s. 

.Also, a !Jill (H. H. 11261) granting nn incre. ·e of pension to 
'"Villi:.un A. Ernst; to the Committee on Pensions. 

By Mr. l\IAPES: A uill (II. R. 11262) granting an increase of 
pension to Joseph ·l\Iason; to the Committee on Invaliu Pensions. 

By l\Ir. HEED of New York: A bill (H. R. 11263) granting 
an increaso of pension to Frederick A. Hart; to the Committee 
on In-valiu Pen ions. 

Also, a bill (H. R. 11264) granting a pension to Charles 
Apthorp ; to the Committee on Invalid Pensions. 

By l\Ir. SMITH of Idaho: A bill (H. R. 11265) granting a pen
sion to Sarah R. Van Court; to the Committee on Invalid Pen-
sions. 

By l\Ir. TAGUE: A bill (H. R. 11266) for the relief of the 
employees of the Mead-Morrison Manufacturing Co., East Bos
ton, Mass.; to the Committee on Claims. 

By Mr. TAYLOR of Tennessee: A bill (H. R. 11267) granting 
a pension to Huldah Chapman; to the Committee on Invalid 
Pensions. · 

Also, a bill (H. R. 11268) granting a pension to .Alexander 
Emory; to the Committee on Invalid Pensions. 

Also, a bill (H. R. 11269) granting an increase of pension to 
Charles Dodson ; to the Committee on Pen ions. 

Also, a. bill (H. R. 11270} granting an increase of pen! ion to 
Flora l\Ioore; to the Committee on Invalid Pensions. 

By 1\fr. TINCHER: A bill (H. R. 11271) granting a pension 
to Adam Perry Kaufman; to the Committee on In·mlid Pen
sions. 

By l\1r. W .A.RD: A bill (H. R. 11272) for the relief and reim
bursement of Cora T. Dering; to the Committee on W::u· Claims. 

PETITIONS, ETC. 
Under clause 1 of Rule XXII, petitions and. papers were laid 

on the Clerk's desk and referred as follows : 
428. By 1\l.r. C.A.RE'V: Petition of Poughkeepsie Lodge, ~o. 

275, Bene\olent and Protective Order of Elks, favoring depor
tation of undesirable aliens; to tbe Committee on Immigl~ation 
and Natm·alization. 

429. By l\Ir. CLASSON~ Petition of Tedd.y Budlong, No. 39, 
of the American Legion, pledging support to the G<rrernment in 
suppre sing radical elements; to the Committee on tbe Judiciary. 

430. By l\1r. ~.IERSON ~ :Petition of 'Van·en Lodge, Benevo
lent and Protective Order of Elks, fa-voring deportation of 
undesirable aliens; to the Gommittee on Immigration and 
Naturalization. 

431. By l\1r. JOHNSTON of New York: Petition of Bay 
llid.ge Lodge, No. 1277, Brotherhood of RaHway and Steamship 
Clerks, Freight Handlers, Express and Station Employees~ of 
Brooklyn, N. Y., oppo ing Cummins and Esch bills and favor
ing Sims bill; to the Committee on Interstate and Foreign 
Commerce. 

432. By Mr. 1\IcGL~"NON: Petition of Washington Camp, 
No. 100, Patriotic Order Sons of America, favoring deportation 
of undesirable aliens; to the Committee on Immigration and 
Naturalization. 

433. By l\lr. 1\IICHE~"ER: Petition of sundry citizens of the 
second congressional district of 1\Iichigan, favoring universal 
military training; to the Committee on Military Affairs. 

434. Also, petition of Wm. C. Stark Post, No. 97, American 
Legion, favoring legislation to rid country of undesirable 
aliens· to the Committee on Immigration and Naturalization. 

435. 'Also, petition of the Men's Club of the Congregational 
Church of Ypsilanti, Mich., favoring use of armed forces to 
protect eastern Asia Minor; to the Committee on Foreign 
Affairs. 

436. Also, petition of Michigan Daily New"'paper Associa
tion, opposing proposed change in zone system of second-class 
po. tage; to the Committee on the Post Office and Post Roads. 

437. By Mr. O'CONNELL : Petition of Auto Pneumatic Action 
Co., of Ne.w York, favoring Madden bill, for 1-cent postage; to 
tlle Committee on the Post Office and Post Roads. 

438. By 1\lr. RAKER: Petition of A. C. Hugg anu others, of 
Corning, Calif., favoring two-year Government control exten
sion bill; to the Committee on Interstate and Foreign Com
merce. 

439. Also, petition of California Fruit ~change, Sacramento, 
Calif., urging appropriation for an experimental vineyard in 
California for converting wine grapes into commercial uses; to 
the Committee on Agriculture. 

440 . .A.lso,petition of California Corrugated Culvert Co., of '\est 
Berkeley, Calif., favoring Hous2 bill 6044; to the ommittee on 
Irrig-ation of ~md Lands. 

441. Also, petition of aliforrna A.utom bile Tmd..e As ocia
tion, favoring House b-ill 1018~ ; to the Committee on Inter tate 
and Foreign Commer·e. 

442. Also, petition of Alturas Parlor,·_ ·o. 1ri9, Native Daugh
ters of the Golden 'Vest, Alturas, Calif., regarding Japanese 
immigration; to the Committee on Immigration anu Natur-ali
zation. 

443. By Mr. ROWA .... ~ : Petition of the Foreign Tra<le Club, 
of San Francisco, concerning legislation for \Yeights and meas
ures; to the Committee on Coinage, 'Veight ·, an<l Measures. 

444. Also, petition of St. Paul Association Public and Busi
ness Affai.J.·~, concerning railroad legislation; to the Committee 
on Interstate and Foreign Commerce. 

445. Also, petition of Poughkeepsie Lodge, No. 273,. Bene\olent 
and Protective Order of Elks, favoring deportation of unde
sirable aliens; to the Committee on Immigration and Natnralizft
tion. 

446. Also, petition of l\I. E. Upplin, of .r~ew York, favoring 
recognition of the Republic of Armenia, and for relief in 
Alaska ; to the Committee on Foreign .Affairs. 

447. By Jr. STINESS: Petition of Slocum Post, No. 10, llhod.e 
Island Department, Grand Army of the Republic, urging pas
sage of Fuller pension bill~ H. R. 9369 ; to the C,ommittee on 
Invalid Pensions. 

448. By Mr. TILSON: Petition of West End Assodation, of 
New Haven, Conn., favoring Hou e bill10650; to the Committee 
on the Judiciary. 

449. By l\lr. VAILE: Petition of tlle Denver Retail Grocers 
and Meat Dealers' Association, of Denver, Colo., oppo ing House 
bill 9038; to the Committee on 'Vays and l\Ieans. 

450. By l\lr. \V ARD: Petition signed by Rev. Robert H. Kelley 
and other pastor and citizens of Liberty, N. Y., urging that 
relief be extended to the Jewish poople in the Ukrain-e; to the 
Committee on Foreign Affairs. · 

451. By 1\..Ir. YATES: Petition of Champaign-Urbana Typo
graphical Union No. 444, Champaign, Ill., urging that Con<>Tess 
take such steps as ma.y immediately end the difference be
tween the operator. an<l miners, the miners' demands rna.' be 
equitably . ettled, the mines opened, the miners given a fair 
and honest wage, the operators a reasonable profit, aml the 
public a square deal; to the Committee on ~lines and 
Mining. 

452. Also, petition of A. \\. Williams, Quine , Ill., r iting 
that the Cummins bill ap-pears to take away from such roads 
as earned more than a stipulated percentage on their real 
value a substantial proportion of the excess, and urging that a 
law of thi kind if applied to business generally would be Yery 
disastrous; to the Committee on Interstate and Foreign om
merce. 

453. Also, petition of Dr. T. J. Dunn and l\Ir'"'. Anna Dunn, 
Dieterich, Ill., reciting that the Cummins bill, if enacted into 
law, would end all railr ad enterpri e; to the Committee on 
Interstate and Foreign Commerce. 

SENATE~ 

1VEDXESDA.Y, December 17, 1919. 
(Legislatire day of Tuesday, December JG, 1919.) 

The Senate met at 11 o clock a. m., on tl1e expiration of the 
recess. 

~Ir. CURTIS. Mr. President, I suggest the ab ence of a 
quorum. 

The VICE PllESIDR.'iT. The Secretary will call the roll. 
The Secretary culled the ron, antl the following Senators an

swered to their names : 
Ball Ilale ' 
Bankhead lla.rris 
Calder Harrison 
Capper Henderson 
Colt llitchcoek 
Culberson Johnson, R. Dak. 
Cummins Jone"', N. Mex:. 
Curtis Jone , Wash. 
Dial Kellogg 
Edge Kendrick 
Elldns Keyes 
Fletcher King 
France Kirby 
Frelinghuysen Knox 
Gay La Follette 
Gerry Lenroot 
Gronna McCormick 

McKellar 
McLean 
:McNary 
1\Io es 
Nelson. 
New 
Newberry 
Norris 
Nugent 
Overman 
Page 
Phipps 
Poindexter 
Pomerene 
Ran dell 
Sheppard 
Sherman 

Simmons 
Stnith, Ga. 
Smith, Md. 
Smith, S.C. 
Smoot 
Sterling 
Sutherland 
Thomas 
Townsend 
Trammell 
Walsh, Mass. 
Walsh. Mont. 
Warren 
Watson 
Worcott 
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